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§ 1. Categories of Policy—The main purpose of industrial 
policy is, we assume, to promote economic efficiency—that is, to 
increase income, output or satisfaction at the least cost, monetary, 
physical or real.2_ If this is not so, the purpose must be 
explicitly stated and not just assumed. What economists, as 
such, are concerned with, however, is not the purposes or ends, but 
the means or policy. Of the policies advocated as°a means to 
maximum efficiency, some are alternatives within the same 
category; others are in different, but supplementary, categories. 

As I see it, the main categories of industrial policy consist in 
problems of industrial structure; problems of industrial func- 
tioning or administration ; and problems of industrial or economic 
technique such as price fixing or output restriction. These three 
sets of problems form categories in the sense that every industrial 
organisation must have some variety of structure, of adminis- 
tration, and of technique. This paper is mainly concerned with 
the category of structural policies. These fall, to follow my 
model, into three sub-categories which can be succinctly summed 
up as problems of site, size and scope. They form categories 
of structure, again, in the sense that every industrial structure 
must have some site, some size and some scope. 

§ 2. The Industrial Site—In recent years considerable 
research has been devoted to this problem of siting or location 
of industry. Theoretical economists, with the almost single 
exception of Alfred Weber, have been content till recently to 
give the problem but a passing reference. Weber’s Uber den 
Standort der Industrien, however, suffers from the usual limitations 

1 Presidential Address before Section F of the British Association, Notting- 
ham, 1937. For publication in the Economic JournNat the original address has 
been somewhat abbreviated. Discussions of the practical applications of 
economic research to industrial policy have been considerably curtailed, and 
the scope of the article limited to the manufacturing industries. 

2 For elaboration of these three levels, to which the fundamental economic 


terms may be referred, see Florence, Economics and Human Behaviour, pp. 90-93. 
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of a deductive approach that its assumptions are unreal and its 
argument over-simplified. Examining the more recent theoretical 
contributions of Ohlin and Predéhl as well as that of Weber, 
Mr. Dennison concludes that “ a review of the various theories of 
location shows quite clearly the lack of any concepts which can 
be used in dealing with actual problems.” 1 A particular mistake, 
in Mr. Dennison’s view, is that these economists dealt with industry 
“in general ” rather than with actual industries. 

Thanks to accurate censuses of occupations and production, 
it is now possible to inquire inductively into the location of 
actual, particular, industries. In 1929 I suggested a measure 
of the concentration of any particular industry in any given 
area by comparing the proportion of all occupied persons that 
were occupied in that industry in the given area with the corre- 
sponding proportion for the country as a whole.? A similar 
result is obtained by comparing the proportion of all persons 
occupied in any particular industry found in the given area with 
the corresponding proportion for industry as a whole. Thus, 
54:3 per cent. of all brassfounders in England and Wales were 
found in 1931 to be in the West Midlands area distinguished 
in the Census of Occupations, but the proportions of the occupied 
population in the West Midlands was only 11-5 per cent. for all 
industries. A measure of the concentration of the brass-founding 
industry in the West Midlands can thus be stated as 54-3 ~ 11-5 
= 4-7. In a paper yet unpublished, read before Section F of 
the British Association last year, Mr. A. J. Wensley and I worked 
out this measure, which we call the location factor, for all the 
industries distinguished in the 1931 Census of Occupations in 
respect of each of the twelve areas or regions into which that 
Census divides England. 

The fact that some particular industry is concentrated in 
some particular areas, though important for the siting of indi- 
vidual businesses, is, for purposes of State policy, not so significant 
as the fact of the general diffusion everywhere or concentration 
anywhere of the given industry. If a depressed area is to be 
developed by the introduction of new factories, it is essential 
for the State to know which are the industries whose units can 
be arbitrarily shifted. Some industries, such as aerated waters, 
are widely diffused wherever the population presents consumers, 
others, such as cotton, are narrowly concentrated where the 


1 See S. R. Dennison, Theory of Industrial Location. The Manchester School, 


Vol. VIII, No. 1. 
2 Florence, The Statistical Method in Economics, pp. 327-8. 
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skilled labour is found. But there is probably a middle grade 
of industries that need neither be completely diffused nor com- 
pletely concentrated, some of whose units can, within limits, be 
sited anywhere without loss of efficiency. To discover which 
industries fall into such middle grades, Mr. Wensley and I worked 
out a measure of localisation based on the location factor.* 
When an industry is evenly scattered over the whole country, 
the location factor already explained would clearly be unity for 
each region. To show in one figure to what degree each industry 
is localised we calculated a coefficient of localisation based on 
the mean deviation from unity of the industry’s regional location 
factors. Clearly a weighted mean deviation is a better indication 
than an unweighted one, for a high or low location factor in a 
large area represents a greater degree of concentration or other- 
wise than the same factor in a small area. Weighting is par- 
ticularly necessary where the official region is used as a basis, 
since these regions range from Greater Londen witlr 21-8 per cent. 
of the occupied population of England and Wales to North Wales 
with 1-6 per cent. If the weight used be these percentages of 
occupied population, a short-cut device can be used avoiding the 
calculation of the regional location factors. This is not the place 
for the demonstration of this device; but a warning must be 
issued that, apart from methods of calculation, the coefficient 
is liable to be less significant the larger the areas used.” 

The coefficient of localisation can vary from 0-00 for no 
localisation to 2-00 for extreme localisation. When the official 
regional areas are used as a basis, tin-plate shows the highest 
coefficient with 1-81. Lace 1-68; cotton weaving 1-49; cotton 
carding and spinning 1-45; hosiery 1-45; cutlery 1-45; and 
pottery 1-44 are not far behind. At the other extreme are local 
government 0-05; dealing 0-12; mineral waters 0-13; bread and 
flour 0-15; and beer-breweries 0-22—all well distributed. 

Industries in the middle ranges of the coefficient which offer 
the best hope of large development in the depressed areas include 
artificial silk spinning (coefficient 1-15), cocoa and chocolate 

1 For other methods of measuring the degree of localisation of an industry, 
see Day: “ Distribution of Industrial Occupations in England 1841-1861,” 
Transactions of The Connecticut Academy of Arts and Sciences, March 1927; 
Hoover, ‘‘ Measurement of Industrial Localisation,”’ Review of Economic Statistics, 


Nov. 1936. 
2 Mr. Wensley has worked out a “ truer’ 


’ coefficient of localisation for a 


sample of industries based on a division of the country into very small localities. 
The differences in the case of the same industry between the true localisation 
coefficients and the coefficient based on the official twelve regions of England 
and Wales did not, in practice, however, turn out to be great. 
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(coefficient 0-86), mining machinery (coefficient 0-82), toys, 
games and sports requirements (coefficient 0-74), rubber (co- 
efficient 0-70), biscuits (coefficient 0-64), electrical apparatus 
(coefficient 0-62), sugar confectionery (coefficient 0-53).4_ The 
mere possession of a middling coefficient is of course not enough 
to cast the industry for development in a depressed area. Re- 
search must take account of the special circumstances of the 
area and the industry, and must work on some theory of the 
reasons for location checked by statistical measures and itself 
checking those measures. Where the fuel, materials and markets 
of a particular industry are concentrated at distant places, for 
instance, theories such as Weber’s as to their relative force in 
determining the most efficient site must be tested and checked 
by reference to the statistical factors and coefficients. If, as 
seems to be the case in England to-day, the forces that deter- 
mined the present localisations are changing and the market is 
becoming more important at least than fuel, this should be 
shown by a halt in the progress of localisation and of the more 
localised industries. Areas seem to be depressed to-day largely 
because their industries were too self-centred and too far from the 
centre of the country’s population. Delocalisation may soon be 
taking place in the sense that there will be a smaller proportion 
of men employed in an industry where that particular industry 
used to be localised. Realistic research in siting problems has 
not yet, however, proceeded much beyond the stage of the exact 
yet summary measurements which may soon test such an 
hypothesis of delocalisation. 

So far the problem of site has been confined to the localisation 
of some particular industry with reference to the population as 
a whole. But the concentration of industry generally into a 
relatively confined geographical area is also exercising the State 
Government, as the terms of reference of this year’s Royal 
Commission on the geographical distribution of the industrial 
population clearly show. It is the problem of urbanisation or, 
rather, suburbanisation. Just as the localisation of a particular 
industry presents (external) economies of supply of labour and 
auxiliary services specialised in that industry, so general local- 
isation presents (external) economies of an accessible supply of 
general labour and services which, with the wider use of semi- 
skilled occupations, are not much less important. The scarcity 
and high rents of urban sites and new transit facilities, however, 


1 See The Second Industrial Survey of South Wales, Pt. III, chap. 3, for list 
of Suggested New Industries. 
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urge labour and factories to (not necessarily the same) suburbs. 
Hence the economic problems of ribbon development and of need- 
less hours and expenses per man getting to and from work, and the 
strategical problems connected with population congestion in 
time of war. What is usually lumped by economists under the 
simple title of localisation thus appears to have four distinct 
meanings, all of them of separate importance in forming policy. 

1. The location of a particular industry in a particular area. 
Measurable by the location factor of that area. 

2. The concentration or localisation of a particular industry 
anywhere in the country. The degree of localisation, measurable 
by the localisation coefficient. 

3. The location of industry in general in a particular “‘ urban ” 
area. Measurable by density of occupied population in that 
area. 

4, The concentration or localisation of industry in general 
anywhere in the country. The degree of urbanisation measurable, 
e.g. by the proportion of the total occupied population in towns 
or districts over a certain population density. 

Research into the location and localisation of industry in 
general has recently been undertaken in the United States by 
economists of the Wharton School of the University of Pennsyl- 
vania headed by Prof. Carter Goodrich. In a chapter of their 
Migration and Economic Opportunity entitled “The Changing 
Pattern of Industrial Location,” they divide the areas of the 
U.S.A. into seven types: (A) principal cities; (B) satellite cities ; 
(C) industrial peripheries; (D) other cities of 100,000 population ; 
(E) peripheries of “‘ D ” cities; (F) important industrial counties ; 
and (G) the rest. The proportion of all “ wage jobs” and of 
wage jobs in particular industries are then given for recent years 
according as they are situated or “ located ” in each of the seven 
types of area. In the last thirty years the trend of American 
manufactures as a whole is found to have been away from large 
cities. In 1899 39-5 per cent. of all manufacturing wage jobs 
were in large cities; in 1933 only 33-1 per cent. The types of 
area that gained in jobs were the suburban industrial areas 
“B” and “C,” or “ G”—the country. Goodrich and associates 
also show what particular industries favour the different types of 
area. Steel-works, pottery banks and worsted mills seem par- 


1 Contour lines linking places of equal density of population may be drawn 
over the map of any country; and cross-sections cut showing typical successions 
or cycles of city, suburban and rural areas. See Florence, Statistical Method in 
Economics and Political Science, p. 116. 
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ticularly to favour suburbia; flour-milling, clay products and 
woollen goods the country. Here, undoubtedly, a new line of 
economic research is opened up; the problem of the optimum 
urban-rural distribution of industry in general, and the most 
efficient incidence of particular industries in that pattern. 

§ 3. The Size of Plants.—Research into the problem of size 
of industrial organisations has proceeded farther than into that 
of site. The stage of devising descriptive measurement has been 
passed and the grounds for supposing one size to be more efficient 
than another are being explored. To a certain degree mere 
description of the actual situation is a test of efficiency, since a 
given situation in sites or in sizes is the result of efficiency in sur- 
vival from past policies; and efficiency is tested to a yet greater 
degree by the description of the .trend of changes over a period 
of years. In comparing sizes of organisations, however, more 
direct tests have been adopted, such as costs and profits. The 
evidence of the actual distribution of sizes of plants, and trends in 
this distribution, will be considered first, beginning with manu- 
facturing plants. 

The actual distribution of sizes of factories, measured by 
men employed, is now at last obtainable for separate British 
industries in the Census of Production for 1930.1 The situation 
is shown to be surprisingly similar to that already known for the 
United States of America, through its long series of decennial 
Censuses of Manufactures. Even when due allowance is made 
for differences of definition * the average size of the British appears 
extraordinarily similar to that of the contemporary American 
factory. But the interest does not lie in average size for industry 
as a whole so much as in the typical differences between industries. 
These differences, again, seem extraordinarily similar in Great 
Britain and the United States, and indeed in Germany, too. 

Some years ago, before the publication of the 1929 American 
and the 1930 British Census, I presented a table showing the 
distribution of the wage-earning population of the U.S.A. in 
1909 among plants of eight ranges of size in fourteen leading 
manufacturing industries.? I have now been able to draw up 
a similar table for the U.S.A. in 1929, for Great Britain in 1930, 


1 Where he owns more than one factory it is officially left to the employer to 
decide whether to return the size of each single factory or the whole firm. Com- 
parison with statistics of the distribution of sizes provided by H.M. Chief In- 
spector of Factories point to the size of single factories as that normally returned. 

2 See footnotes to the table. 

3 Logic of Industrial Organisation, Table II, p. 30. The reason for the choice 
of industries and for omitting 1919 is given in a footnote, p. 29. 
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and Germany in 1925, adding three more industries, furniture, 
hosiery and chemicals, that have since become equally leading. 
Only a brief summary can be given here, by presenting in a table 
the percentage of all employees that are found in plants of over 
500 employees.! As the footnotes to the table indicate, a certain 
caution must be used in comparing these percentages too literally 
as between different countries; yet the conclusion is justified 
from the general distribution of workers that, in spite of difference 
in country, the same size of plant tends to prevail in the same 
industries. This conclusion would indicate that in determining 
size of factories there are technical or economic factors at work 
common to all industrialised countries, rather than factors par- 
ticular to any one country. To be of use to policy, research must 
discover these underlying factors. 


TABLE OF COMPARATIVE SIZES OF PLANT. 
Percentage of all Employees 1 in Plants employing over 500. 




















Prevailing Size of 
U.S.A. G. B. Pics Plant Employing 
me: Bulk of Workers 
in the Three 
1909. 1929. 1930. 1925. Countries.‘ 
All Manufactures F 28-0 37:7 38-3 33-6? 
Foundry and General Engineering 26-1 28-0 49-7 42-2 No typical size. 
Cotton Textiles . ; 57-7 57-7 25-3 39-9 Largish or medium. 
Printing and Publishing 8-6 14:3 31-6 16-2 Small or smaliish. 
Wool Textiles . 47-2 43-7 35-7 32-9 Medium everywhere. 
Malt Liquor (Brewing) 14-4 — 36-2 15-0 Smallish. 
Automobiles 52-5 86:3 71-2 66°5 Large everywhere. 
a = and Steel (Smelting and Roll- 
ng) 76:7 86:2 75°38 74-7 Large everywhere. 
Railway Works « 57-4 52:3 67:3 73°5 Large or largish. 
Bakery . 4-2 8-0 13-0 7-7 Small everywhere. 
Electrical Machinery : 55-0 68-6 73-9 61-2 Large everywhere. 
Boot and Shoe . : 33-9 29-1 26-1 21°5 Medium everywhere. 
Clothing : Women’s s 2-6 1-2 20-1 4-4 { Small. 
Men’s 20-8 21-5 Smallish. 
Furniture . 7-6 15:8 8-4 1/5 Small or medium. 
Hosiery and Knit Goods 23-4 84:5 40-4 11:8 Medium or smallish. 
Chemicals P 40-7 50-0 41:3 50-4 Largish everywhere. 











1 Great Britain excludes from the Census all plants employing under 11 persons. For com- 
parative purposes a similar subtraction has been made from the German results. The U.S. Census 
divides small plants into those employing 1-5 and those employing 6-20 wage-earners. Since 
exact calculation of the number employed in plants employing 1-10 is not therefore possible, no 
subtraction has been made. Ona rough estimate these small plants employed in 1929 only about 
6 per cent. of those returned as employed in U.S. manufactures. Further, the U.S. Census measures 
size by number of wage-earners only, Germany and Great Britain by all persons employed. In 
1929 U.S. salaried officers and employees numbered about 15} per cent. of wage-earners. The 
U.S. percentages thus understate the importance of the large plants. 

* Includes Mines and Building. 

8 Officially put out of existence by prohibition. 

* Characterisation depends on knowledge of distribution of employees over all sizes of plant. 
Industries are not, of course, defined quite in the same way in each country. 


At Birmingham we are now engaged in tracing the relation 
of size of plant with the degree of mechanisation. Mechanisation 
is difficult to measure directly, but some cross between horse- 
power and overhead costs per worker is perhaps the most sensitive 


1 Gas has been omitted from the original fourteen industries as being a public 
utility rather than private manufacture. 
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index. Though it is easiest to obtain, horse-power per head fails 
to indicate the presence of many hand-operated machines, as in 
shoe-making, and must be supplemented by some measure of 
overhead costs. This is obtainable in the British Census by 
subtracting for each industry average earnings per operative 
from net output per head.1 Admittedly, overheads per head 
may measure other elements besides mechanisation, such as 
specialised salaried staff and marketing cost, yet the machine 
costs, such as maintenance, repair, depreciation and obsolescence, 
are probably predominant. On the whole the facts in Britain, 
the U.S.A., and Germany seem to justify the generalisation that 
the higher the mechanisation of an industry, the larger is the 
size of its constituent plants or factories. 

An explanation that may serve as a working hypothesis is 
that the more powerful and more costly the engines and equip- 
ment, the more it pays to congregate men round them in a single 
plant; also that mechanisation involves specialisation of pro- 
cesses, and that the necessary co-ordinating of transport and 
communication costs arising from such specialisation are at a 
minimum when the specialists are all under one roof.? In fact, 
most of the economic advantages of localisation can be seen at 
their optimum inside a single large works. 

The particular index of size used—number of employees per 
plant °—weighs against my generalisation as to the relation of 
size and mechanisation, since the actual process of mechanising 
involves employing fewer persons. That the more mechanised 
industries should on the whole be the larger-scale industries in 
the sense of containing plants employing the larger number of 
persons is therefore all the more significant. But there is one 
large group of factory industries forming an exception to this 
rule, those where the coefficient of localisation is low. An industry 
in this group may well consist typically of small plants and yet 
have a high horse-power and overhead cost per man. ‘The 
explanation is not far to seek. Industries with a low coefficient 
of localisation are scattered among the population largely because 
of the high transport costs of a raw material that is scattered 
(e.g. timber for saw-milling or grain for grain-milling) or of a 


1 See table, pages 102-103, Final Report on the Fourth Census of Production 
(1930). 

* Florence, Logic of Industrial Organisation, p. 14. 

3 This index is chosen as being free from the difficulty of comparing economic 
values between different countries and periods. Some of the difficulties in using 
this index to measure size are given in Florence, Statistical Methods in Economics 
and Political Science, pp. 154-155. 
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product required fairly universally by a population that is 
scattered (e.g. aerated waters or beer). Some of these industries 
are highly mechanised, but their plants cannot be large because 
production must be carried on in so many plants situated in 
scattered localities. Where the costs of transporting material 
or product are much greater than the economies of mechanised 
concentration, to that extent plants will tend to be scattered (7.e. 
unlocalised) and small. Among the costs of transport are liability 
to putrescence and need for communication between producer and 
consumer. It is these conditions that probably keep industries 
like furniture, baking, printing and clothing small-scale, 7.e. 
small-plant, industries. Though close-to-consumer unlocalised 
industries are usually small-scale, it does not follow that highly 
localised industries are large-scale as some economists assume.? 
Inductive investigation based on all the principal British indus- 
tries shows that the highly localised industries, such as tinplate, 
hosiery, cotton and wool textiles, pottery, cutlery, boots and 
shoes, are predominantly medium-scale in size of plant. 

Industrial policy requires that economic research look ahead 
so that the plans made to-day may not run counter to the forces 
of to-morrow. Is the large manufacturing plant likely to flourish 
under future conditions? Are industries likely to become larger- 
scale yet ? 

If the growth of large plants does not depend on localisation, 
but, subject merely to a minimum degree of localisation, does 
depend upon the growth of mechanisation; then, judging from 
the present rapid increase in mechanisation, the large plant is 
due to flourish, multiply and expand yet further. Measuring 
mechanisation only by horse-power per man, it has increased 
steadily in U.S.A. manufactures from 1-25 h.p. per man in 1879 
to 4:86 h.p. per man in 1929; in Germany from 0-82 h.p. per man 
in 1907 to 1-47 h.p. per man in 1925, and in British factories even 
in the short period between 1924 and 1930, from 2-02 to 2-44 h.p. 
per man. 

The fact that an upward trend in size actually has taken 
place, whatever the underlying causes, can be seen directly. in 
countries which, unlike Britain, have measured size in more 
censuses than one. My table shows that in America the pro- 
portion of workers in the larger plants (employing over 500) has 
between 1909 and 1929 risen from 28-0 per cent. to 37-7 per cent. 
for the total of manufactures, and out of sixteen individual 


1 Eg., A. R. and E. M. Burns, The Economic World, p. 43. 
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industries compared has fallen (and that but slightly) in the 
case of only four industries. In German productive industry, 
between the Census of 1907 and 1925 the number of plants 
increased considerably less than the number of employees. 
Growth in size applied to all the groups of factory industries 1 
except machine building and rubber. 

§ 4. The Size of Firms.—The British and American censuses 
limit themselves to the size of plants, whereas State and private 
industrial policy is equally, if not more, concerned with the size 
of the firm or unit of control. Marketing and central selling 
schemes, for instance, whether in agriculture or mining, form an 
attempt to enlarge the business unit controlling several plants 
or mines rather than to enlarge any one plant or mine. The 
Government’s Economic Advisory Council reported in 1930 that 
in the cotton industry “the first essential step in the path of 
recovery ”’ was the formation of amalgamations large enough to 
secure economies of merchanting and finance rather than building 
larger mills or sheds. The policy of the Rationalisation move- 
ment is to increase the areas under one planning and control 
authority irrespective of whether that area consists of one or a 
number of plants. And the policy of Planning, so called, goes 
as far as to advocate that this area under one control shall be a 
whole industry. Nor must we forget that here in England we 
have in the last twenty years seen the formation of a Big Five 
in banking, a Big Four in railways, and a Big One in chemicals 
—not to mention the policy of Bigs Limited in electrical engineer- 
ing, soap, sugar, matches, cement and so on. 

Economists have unfortunately not always been too clear as 
to whether they meant firm or plant when they were discussing 
scale of industry; sometimes they really meant neither. When 
they do quote statistics they are usually figures for size of plant 
irrelevant to the issue. For in discussing the trust problem or 
the newer problem of price and output leadership or the pheno- 
mena of monopoly, duopoly and oligopoly, it is size of firm that 
is relevant, and, in particular, the size of one, two or a few firms 
relative to the whole industry. And in discussing laws of increas- 
ing return it is, as we shall see, scope that is relevant—not size 
of organisation at all. 

It is one of the advantages of a statistical approach that the 
inquirer must be quite certain what he is discussing. If he 
wants to know the number of persons in a unit, he must, if he is 


1 Statistik des Deutschen Reichs, Band 413, I, p. 246. 
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to get a figure, specify whether it is the number in the plant that 
he wants or the number in the firm. Certainly, if the type of 
theory most relevant to this issue of size is to be “‘ checked ”’ by 
statistics, it is essential to distinguish firm and plant. The 
type of theoretical model I refer to is that of Mr. E. A. G. Robin- 
son. In his Structure of Competitive Industry, Robinson breaks 
down the determinants of the optimum size of business unit into 
five forces: technical, managerial, financial, marketing, and 
risk. Finance and marketing, he thinks, usually demand a 
larger, management a smaller size. The size of an actual unit 
must therefore be a compromise. An industry requiring detailed 
management may very well have small plants, but the financing 
and marketing firm controlling several such plants can be large. 
Is this differentiation of plant and firm a real and common 
situation ? 

Here the German Census of 1925 is particularly helpful, since 
it deals in separate volumes with plants (Niederlassungen) and 
firms (gewerbliche Unternehmungen). The distribution of workers 
among various sizes of organisation looks very different when the 
organisation referred to is a firm rather than a plant. In German 
productive industry generally there were in 1925 566,760 persons 
in very large plants employing over 5000, but 1,442,039 persons 
in plants belonging to the very large firms employing over 5000. 
In my table 33-6 per cent. of all persons occupied in German 
productive industry ! are shown to be occupied in large plants 
employing over 500. The corresponding percentage for those 
occupied in large firms employing over 500 is 41-6 per cent. In 
commerce and transport the disparity between the numbers 
employed according to whether large scale refers to large plant or 
large firm is still more marked. There were only 23,620 persons 
in very large commercial and transport plants, e.g. shops and 
stations employing over 5000, but, with the same numerical 
measure of very large, 1,263,109 persons in very large com- 
mercial and transport firms. In short, statistics collected by 
plants, to which America and Britain are mostly confined, seriously 
under-state the degree of large-scaledness, if this is meant to refer 
to size of firms. 

The reason for the difference in the typical size of plant and 
firm is, of course, that many firms have branch plants. The 
German Census of 1925 found that for industry and commerce as 
a whole, 42-4 per cent. of all persons occupied were occupied in 
firms with branch plants. There were, in fact, 45,634 firms with 


1 Subtracting those in plants employing ten or less. 
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one branch over and above headquarters plant, 7,318 with two 
branch plants and 8,051 with three or more branch plants. 

As to the trend in the size of firm, particularly these multi- 
plant firms, no exact figures are available even for Germany; 
but the view is generally accepted that the combination move- 
ment is growing. Certainly, researches now being conducted at 
Birmingham into the largest British Joint Stock Companies, and 
also a random sample of all British industrial and commercial 
companies, disclose a much greater concentration of power into 
a few hands to-day than is usually supposed to be true for Great 
Britain. For any company to be a Holding or a Subsidiary Com- 
pany and to possess Interlocking Directors in common with other 
companies is rather the rule than the exception. There is also 
the device, as yet little noticed in textbooks, of the weighted vote. 
A few special shares may be created with perhaps ten times the 
voting power of the ordinary “ ordinary ”’ shares, thus helping an 
individual or a company that holds them to “ pyramid ”’ control 
to astronomical proportions. For the moment we are not con- 
cerned with policies of internal control, but merely notice the 
wide and probably widening prevalence of large areas of control. 

When, instead of prevalence and trends, profits and costs are 
used as measures of efficiency, it is of course the size of the firm 
that is being tested. The view of most theoretical economists 
has hitherto been that after a certain size is passed, in spite of 
marketing and financial economies and plant decentralisation, 
the firm becomes too large to be manageable. In so far as this 
view is at all based on statistical information, it derives mainly 
from the experience of the big mergers formed in America between 
1893 and 1905 as summed up by Prof. Dewing writing in the 
Quarterly Journal of Economics for November 1921. Subsequent 
writers have not found the conclusion quite so obvious. Mead,+ 
following up Dewing’s thirty-seven mergers, gives a table showing 
that during the years 1924-31, seventeen of the mergers averaged 
at least 6} per cent. per year in dividend on the common stock, 
watered though it often was. Mead himself considers thirteen 
of these mergers, and one other that paid lower dividends, to have 
been conspicuously successful when accumulation of large surplus 
and provision for depreciation of plant and depletion of mineral 
properties are taken into account, in addition to payment of 
dividend. 

More recently Livermore ? has taken a wider list of the mergers 


1 Corporation Finance, 7th ed., chap. XX XVIII. 
2 Quarterly Journal of Economics, Nov. 1935. 
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formed in America between 1890 and 1904. Out of 156 mergers 
that were important enough to have the power to influence 
conditions in their industry, he found that 53 suffered early and 
10 later failure, while 17 limped along. But 76, or almost exactly 
half, were successes in the sense that they had maintained a high 
dividend between 1901 and 1932, compared with the average 
for their industry. Of these 76 Livermore counts 10 as rejuvena- 
tions and a further 10 as outstanding successes. 

The mergers of 1890 to 1904 were mostly promoted on the 
expectation of monopoly profits. Their early experiences mark, 
in Mead’s view, the failure of an expected monopoly rather than 
the failure of large size. It is doubtful, in short, whether the 
theory of a low optimum management unit can find any factual 
basis in Dewing’s material. Nor must the suggestive inquiry of 
the American National Conference Board on Mergers in Industry 
be passed over. This showed that of the prices of sixty lines of 
manufacture in the period 1900-25, those rose least, on the 
average, where consolidations had been strong in the industries 
producing them, while in industries not affected by the com- 
bination movement prices rose most on the average. A possible 
explanation of this somewhat paradoxical result is that the 
additional profit which combinations are usually aiming at was 
obtained by reducing costs. These may have been reduced to 
such an extent, that prices could profitably also be reduced 
relatively to the no-combination industries. 

Recently, two further original statistical inquiries have 
presented data on the relation of size of firms to profits. Both in 
Epstein’s Industrial Profits in the United States and in Paton’s 
Corporate Profits as shown by Audit Reports, it appears that the 
larger American Corporations made in the years 1924 and 1928 
a lower rate of profit on their total capital than the smaller 
corporations. Neither of the authors is trying to present a 
case for the small corporation, but before their results are taken 
to heart in industrial policy a caution must be issued. Both 
authors when comparing sizes lump all industries together. But 
it is quite probable that different industries have characteristically 
different rates of profit on capital. Indeed, one of Epstein’s 
most valuable contributions is to show the permanence of differ- 
ences in profit rates between different industries, at least over 
the period 1919-28. Epstein himself is cautious on the inter- 
pretation, but industries requiring little fixed capital, or involving 
risk and uncertainty, might be expected to have a higher rate of 
profit per capital. If, as I have given reasons for believing, large 
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firms prevail in industries where there is greater mechanisation, 
and if, as is generally believed, smaller firms prevail in industries 
subject to wider uncertainties, it follows necessarily that small 
firms will tend to have the higher rate of profit. 

In any case, Marshall’s warning? still holds that the supposed 
general tendency of the rate of profits to equality cannot be 
verified till economists agree as to what they mean by rate of 
profit and how to measure that rate. Marshall was doubtful 
whether profits should be rated merely on the basis of capital and 
suggested sales? or the wages bill as alternative or auxiliary 
denominators. Certainly, it cannot be assumed that for all 
industries there should be the same normal profit per capital on 
the books. State taxation policy abandoned this assumption 
under the Excess Profits Duty and, after a temporary lapse last 
spring, abandoned it again in the new National Defence Contri- 
bution. Thus, to be scientific, inquirers such as Epstein and 
Paton must isolate the comparison of profits per capital for 
different sizes of firms within single industries. Epstein gives 
data permitting others to make this isolated comparison. His 
conclusion that the smaller corporations are more profitable than 
the larger is based on an analysis of corporations whose average 
capital was $13,500,000. These corporations are not, unfor- 
tunately, broken down into size classes for specific industries. 
But a series of separate chapters give profit rates for particularly 
small corporations with an average capital of $171,000, and for 
twenty-three specific industries (excluding major and all mis- 
cellaneous groupings) the rate of profit of a sufficient number of 
these corporations is given to form a reliable average for the 
industry. Comparing this average for the small corporations 
with the average rate of profit for the large corporations as a 
whole * industry by industry, the small corporations are found 
on the average for the five years 1924-28 to have the higher profit 


1 Book 6, chap. VIII, of his Principles. 

2 May one hope that the Government will publish or cause to have published 
further inquiries of the relative profitability per ton of saleable coal of under- 
takings of different sizes such as the Samuel Commission published in 1926? 
This showed for the first half-year of 1925 a definite tendency for the smaller 
undertakings to obtain less profit or suffer more loss than the larger firms. But 
more such evidence is required for more years, and more of similar evidence for 
other industries. 

3’ The comparison is slightly biased in favour of the profitability of the small 
corporations by the fact that these did not include corporations suffering a deficit 
whereas the large corporations did. During the years 1922-29 Epstein (op. cit., 
p. 350) does not consider this inclusion to be serious because of the relatively 
slight number and extent of such deficits. 
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in seven industries,! the larger corporations the higher profit in 
sixteen industries.” 

Clearly, until the profit rates of different sizes of corporations 
within the whole larger-sized group is analysed industry by 
industry, it is rash to accept Epstein’s conclusion from his 
unanalysed group, that the smaller manufacturing corporations 
tend to be the more profitable. The very small corporation is 
probably not. 

§ 5. The Industrial Scope.—An industrial plant may occupy 
a certain site and consist of a certain size, but the scope of its 
activities may yet be uncertain. The problem of scope is more 
familiar under the title of integration, if it is clearly understood 
that integration refers to any joint performance by one firm or 
plant of several separable transactions, whether this joint per- 
formance occurs by reason of combination of firms, through 
extension of a single firm’s activities or always existed. The 
policy of industrial firms is constantly concerned with questions 
of scope or integration. Shall a new process be taken on to con- 
tinue processes already performed ; shall a new product be turned 
out from the materials already used for existing products or for 
the sake of a market already tapped; shall an auxiliary service 
be provided within the firm that is now purchased externally ? 
These are questions in vertical, lateral and diagonal integration 
than an entrepreneur or Board of Directors constantly find them- 
selves asking. Sometimes the question is in the opposite direction 
of disintegration, and the firm may decide on a policy of specialising 
in a comparatively few processes or services or a policy of stan- 
dardising a comparatively few products. Policies of broadening 
or narrowing the scope of a firm may be quite independent of 
policies for increasing or decreasing its size. Hmploying the same 
number of men or producing the same value of goods, a firm may 
reduce the number of its lines and, though not changing its size, 
may thus narrow its scope. Such a policy would increase the 
scale of production of the standard lines retained. It is this 
scale of production, not size of firm or plant, to which the 
economists’ laws of increasing or diminishing returns refer; so 
that it is not till we consider scope that realistic inquiries link 
up with elementary economic theory. The terms some of us 
learned at Cambridge may now at long last be realistically em- 


1 Dairying, meat-packing, lumber manufacturing, blank paper, stationery, 
castings and forgings, sheet metal. 

2 Bakery, flour, confectionery, men’s clothing, knit goods (hosiery), furniture, 
cardboard boxes, newspapers, job-printing, paints, petroleum refining, ceramics, 
heating and ventilating machinery, electrical machinery, motor vehicles, tools. 
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ployed. When an industry by reducing scope goes in for general 
standardisation and large-scale production of standard lines, then 
external economies arise to increase returns. When a single firm 
or plant by reducing scope goes in for particular standardisation 
and what I have ventured to call large-scale operation ! of standard 
lines, then internal economies arise to increase returns. If only, 
alas, there were more realistic research into the truth of these 
hypotheses! The material, I believe, is there in the current 
records of British firms who have introduced mass, bulk, or batch 
production. 

Now, such a policy of narrowing scope is being widely adopted 
by British industry, and often constitutes the core of rational- 
isation schemes, whether or not sponsored by the State. The 
Redditch needle trades have, for instance, adopted a narrowing 
of vertical scope so that each of a series of plants specialises in 
one process; the paper and, I believe, the paint industry has 
adopted or proposed a lateral disintegration, each plant special- 
ising on a few varieties. Such schemes often combine a policy 
of increased size and scope for the firm or combine, together with 
diminished scope for the constituent plants. This seems the 
deliberate policy of Imperial Chemical Industries. The Economic 
Advisory Council advocated amalgamations in the Cotton 
Industry both to get spinning and weaving more closely related 
and to secure the maximum economies from bulk production. 
Automatic machinery to be justified in any plant must, in their 
view, work “ upon a narrow range of products.” 

Economists have become accustomed to the notion of an 
optimum size of firm or plant; a notion that implies a less 
efficient size on either side, and rejects the idea that the 
minimum or the maximum is necessarily the most efficient size. 
Similarly we must get accustomed to an optimum scope or degree 
of integration for individual industries that is somewhere between 
minimum and maximum integration. But the problem remains, 
for research to solve, how to find this optimum of scope for any 
industry. There is an obstacle at the very outset in the difficulty 
of measuring scope by any one statistical index. The direct 
index would be the variety of lines produced or sold or, con- 
versely, average number of units produced or sold in any given 
line or process. Unfortunately one line or process is inclined to 
merge into another, and this proposed index would depend too 
much on arbitrary classifications. A less direct measure suggests 
itself in the rate of turnover of an industry’s, a firm’s or a plant’s 


1 Economic JouRNAL, December 1934. 
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output or sales, since the fewer the lines selected the faster they 
might be expected to sell relatively to stock-in-trade held. This 
is, in fact, one of the purposes of standardisation. The index 
may be accepted with the important reservation of fashionable 
and perishable goods. These are far from narrow in scope, but 
to avoid obsolescence and putrescence they are sold fast enough. 

Though the degree of integration or width of industrial scope 
is not easily measurable in figures, it is often possible to show 
graphically how one plant or firm has a wider or narrower scope 
than another. A series of superimposed charts on transparent 
paper can be adopted, like the “‘ Popular Mannikins or Models 
of the Human Body” used by medical students. Where the 
technical processes of production, diverging from raw material 
or converging on the market, are fairly standard, this may form, 
like models of the human skeleton, a common base upon which 
to superimpose, like charts of the nervous or muscular system, 
various patterns of integration. Thus, ta take a simple case, 
petroleum is produced from oil wells, refined into petrol and other 
substances, and then marketed. But these three vertical stages 
forming the fixed technical skeleton can be integrated into four 
patterns graphically shown by superimposing enclosing circles. 
(1) Each stage by a separate organisation; (2) producing and 
refining integrated and enclosed in one circle; (3) refining and 
marketing integrated and enclosed in one circle; (4) all stages 
integrated and enclosed in one circle. 

This may well seem rather elementary and childish, but I 
can assure you that when it comes to tackling the ramifications 
of the Birmingham brass trades, the alternative patterns of 
integration become positively kaleidoscopic, and one is grateful 
for any elementary device to see it through. Indeed, the super- 
imposed circles strikingly reveal how arbitrary is the notion of 
“an” industry. One technical skeleton followed through verti- 
cally and laterally from head to tail and finger-tip to finger-tip, 
all raw materials to all finished products, may include dozens of 
industries. And what these industries are is determined largely 
by the usual course or scope of the enclosing circles, i.e. the 
policy of integration adopted in the past by the majority of 
plants or firms. 

Sometimes these circles are firmly drawn and the great 
majority of firms and plants in one given industry keep within 
the circle and do not suffer trespassers ; in other cases the frontier 
is not clearly fixed. The British Production Census of 1930 


made, in its Final Report, a manful effort to measure how far 
No. 188.—voL. XLVII. UU 
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firms assigned to an industry really specialised in the principal 
products characteristic of that industry. Two percentages are 
given for each industry, one showing the proportion of “its ” 
principal products included in the output of “its” firms, the 
other showing the proportion of the output of its firms represented 
by its principal products. An industry whose firms made all of 
its principal products and nothing but those products, who were 
neither trespassed upon nor trespassing, would get 100 per cent. 
for each percentage. Such full marks for “ definition ’’ were 
successfully attained on both counts by only six out of some 
120 industries : grain-milling, ice, tobacco, matches, wall-paper 
and incandescent mantles. Markedly loose in definition are the 
industries of building materials, of fertiliser, disinfectant and glue, 
of tools and implements, of copper and brass, of finished brass, 
of coke and by-products, of oil and tallow and of manufactured 
stationery. 

Once the different patterns and scopes of integration are 
defined between industries or within an industry, research may 
proceed to compare the prevalence, trends, cost and profits of 
each of them. Such a comparison of profits on capital invest- 
ment has been made within the U.S. petroleum industry ! in the 
years 1922-26. On the whole, the most profitable pattern appears 
to have been a division of the whole process into two “ scopes ”’ : 
refining and marketing integrated (profits on capital varying year 
by year from 9-8 per cent. to 14-9 per cent.); producing isolated, 
with profits varying from 5-9 per cent. to 18-6 per cent. _Complete 
integration with producing, refining and marketing all in one 
scope showed profits only from 4:7 per cent. to 12-1 per cent. 
Refining isolated showed losses of 0-1 per cent. and 1-5 per cent. 
and profits of 5:5 per cent. to 13-5 per cent. 

A chance for research into scope—under almost experimental 
conditions—is also offered wherever a given firm or a whole 
industry deliberately changes its policy. I have elsewhere col- 
lected several instances of particular standardisation, often 
effected with the help of branding and advertisement, with its 
results on cost and profit.2 One outstanding State experiment 
in general standardisation lies to hand in the “ Grid” policy 
of the Electricity Commissioners. There is some controversy 
about the comparative efficiency of large or small firms supplying 
current,? but the policy of uniformity has, according to all 





1 Recent Economic Changes, Vol. I, p. 194. 
2 The Logic of Industrial Organisation, pp. 25-29. 
3 P. EH. P. Report on Electricity, 1937. 
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competent observers,! led to great savings in equipment by 
massing reserve capacity in central hands. 

§ 6. To Sum Up.—How far is economic research helpful to 
current industrial policy in determining the optimum, most 
efficient, site, size and scope of industrial organisations ? 

1. The first conclusion to be reached is that the methods of 
realistic economic research that try to check theory by observed 
fact are still in the imperfect tense. Index measures of size, 
scope and concentration of sites are being devised, tests of the 
efficiency of degrees of size, scope and site concentration (such as 
survival, trend, costs and profits) are being worked out, and 
the conditions where various degrees of size, scope and site 
concentration may be found efficient are, very imperfectly, being 
discovered. But this research is, I believe, on helpful lines. 
It does take account of all the facts without assuming other 
things equal; it does necessitate a grasp of the real complexities 
of the industrial situation without inventing hypethetical cases ; 
and it does aim at expressing its discoveries in specific terms and 
fairly exact measured degrees. 

2. The discovery about industrial structure that is preliminary 
to all others is its diversity requiring, probably, diverse policies. 
Different industries have vastly different sorts of site, size of 
firms and plants, and scope. This diversity is also true within 
most industries; yet the summary measures devised by statistics 
show that individual industries usually have some prevailing sort 
of site, size and scope. Thus electrical engineering has pre- 
dominantly large plants, associated with high mechanisation ; 
pottery has predominantly medium-sized plants and high 
localisation; baking and the clothing trades small plants and low 
localisation. So many industries follow each of these three 
examples, not only in Britain but also in America and Germany, 
that it is permissible to speak of three types to each of which a 
common policy can perhaps be applied. 

3. If tests of efficiency beyond the mere predominance or 
prevalence of a type be also consulted, it appears that in most 
manufacturing industries there is little sign of a limit to size of 
plant or firm, though there are signs that, with the changing 
importance of the marketing and the production factors, the 
growth of localised industries may now halt. Some industries 
are absolutely dependent on localised raw material or skill and 
are marked by a very high coefficient of localisation. But the 
policy of developing fairly localisable manufacturing industries 


1 G. Haldane in Public Enterprise, ed. Robson, p. 129. 
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away from their original sites may be justified as a short cut to 
a position that would be reached by economic forces anyway, 
but only after many and wasteful trials and errors. The newer 
site of the industry must not, of course, be just anywhere away 
from the old site. It should be carefully selected by research 
inter alia into the industry’s previous development there (measured 
by the location factor of the area) and into the urban, suburban 
or country character of the place, for which also there are index 
measures. As to the efficiency limit of size in manufacturing 
plant, the prevailing size of plant in Great Britain, America or 
Germany is in many manufactures one employing over 500 men, 
and for nearly all manufactures the prevailing size is increasing. 
The typical association of this large size with mechanisation 
makes the policy of encouraging larger-scale plants appear 
rational, since mechanisation is increasing rapidly. But mechan- 
isation does not appear to involve large plants where transport 
costs force plants, however mechanised, to be near a consumer 
market. In that case plants must be ubiquitous, numerous and 
therefore small. But even in these at present ubiquitous industries 
such as baking, brewing and furniture, reduction in transport 
costs 1 may in the future permit of less ubiquity, and therefore 
larger plants. 

4. The enlargement of the size of firms and combinations of 
firms so often involved in rationalisation and planning has been 
opposed on the ground of the unwieldiness and the difficulty 
of any one brain managing large organisations. Statistical 
evidence that has been offered of lower profits among larger 
firms is, however, not easy to substantiate. The comparative 
efficiency of larger firms probably depends on what they do. 
If they enlarge by widening their scope and integrating either 
vertically or laterally, they may reduce their scale of operation, 
and thus get diminishing returns. If they enlarge by the increased 
production of given standard lines, they may secure increasing 
return. The manager’s brain is one factor determining the curve 
of return. It may give a diminished return in attending to a 
thousand different varieties of integrated materials, processes 
and markets ; but it may continue to flourish and obtain increasing 
returns if it can specialise in a large way. Much more research 
is wanted into the efficiency of different degrees of integration or 
scope within a firm (or plant) in any one industry. The optimum, 
most efficient, pattern may be specialised narrow-scope productive 
plants sited in selected places, controlled by a wide-scope integrated 
1 See H. Levy, The New Industrial System, Part III. 
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't to : firm or combine which also does marketing and financing. But 
vay, there is as yet little data to compare this, in efficiency, with other 
wer possible patterns, though I hope to have indicated by argument 
way and examples the sort of data required for research into scope, 
rch and the methods of using that data. 

red The doings of a firm of given size and site do not stop short 
ban at variations in scope. Its efficiency will depend also, of course, 
dex on administrative policy—methods of staff appointment, training 
ring and incentive, methods of sub-dividing function and delegating 
. Or authority, methods of co-ordination of all these methods. Here 
en, also economic and quasi-political research may help—but that 
ing. would require another address. To-day I must stop short at 
ion the category of structural policies. 

ear P. SARGANT FLORENCE 


University of Birmingham. 











BRITISH OVERSEA INVESTMENTS IN 1935 anv 1936 


THE present study is a continuation of the series of studies on 
British Oversea Investments, the first of which was published in 
1929. Hitherto the statistical results obtained related to a 
period of about two years prior to their compilation. The present 
survey, however, contains the final results for both 1935 and 1936. 
In addition, a geographical analysis of these investments for 
1936 has been included. Annual surveys will in future each 
relate to the previous year; and it is hoped that this procedure 
will increase the value of these statistics to those interested in 
studying the trend of Great Britain’s oversea investments and its 
bearing on the economic welfare of the country. 

I should like at this juncture once again gratefully to acknow- 
ledge the courtesy of Banks and Issuing Houses of London and 
of several hundred commercial and industrial companies both at 
home and abroad! in providing me with the material indis- 
pensable to the completion of these yearly studies and to their 
presentation in up-to-date form. 

Before passing on, a brief description of the economic circum- 
stances which influenced our investments abroad during the past 
two years may not be out of place. 

Roughly two-thirds of British oversea capital is invested in 
bonds and debentures, and although default has in recent years 
affected income in a downward direction, fluctuations in the 
yield from this part of our investments are small compared with 
variations in income from shares. Although the former con- 
stitute an important stabilising element in investment income, 
influences bearing on profits are reflected in variations in share 
income. 

Prime importance in this connection attaches, of course, to the 
trend of commodity prices and the state of international trade. 

The forces making for world recovery exerted a conspicuous 
influence during 1935 and 1936. A net increase in the gold value 
of world trade was recorded in 1935, for the first time since 
1930, and towards the end of that year most commodity prices 


1 My special thanks in this connection are due to numerous American and 
Canadian companies who have provided me with valuable statistics of the 
amounts of stock registered in the names of U.K. residents. 
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advanced sharply. During 1936 industrial production rose 
rapidly, while devaluation of the currencies of the former 
Gold Bloc in the autumn also contributed to a strengthening of 
confidence and paved the way for a further substantial upward 
movement in prices. 

Domestic booms in a number of countries necessitated an 
increasing volume of imports of raw materials and semi-manu- 
factured products, while the rise in primary products gradually 
afforded increased purchasing power to raw-material-producing 
countries, thus enabling them to increase their imports of 
manufactured goods. 

We now pass on to our principal theme of Oversea Investments. 


Government and Municipal Bonds and Stocks. 

At the end of 1936 the total nominal value of Dominion, 
Foreign Government and Municipal Loans amounted to £1,780 
million, of which, it is estimated, £339 million was held by 
residents domiciled outside the United Kingdom.” Reasons for 
the large amount, particularly of foreign sterling bonds held 
abroad, have been frequently given in previous surveys. It is 
not always realised, however, that since these loans are readily 
saleable on the London market, they constitute an important 
part of the money invested by foreigners in the U.K. They can 
be converted at will into cash balances which can be withdrawn 
through the foreign exchanges. Indeed, the amount of these 
loans owned by foreigners may well be greater than their holdings 
of British bonds and shares. 


Dominion, Colonial and Foreign Public Sterling Loans ; Holdings 
in the U.K. and Abroad.* 
(As at December 31, 1936.) 








United Al 1 
Kingdom. ee 
o/ | o/ 
/0 /0 
Dominion and Provincial Governments . , 90-1 9-9 
Dominion and Colonial Municipalities. ‘ 86-5 13-5 
Foreign Governments . 5 A : ‘ 60-2 39-8 
Foreign Municipalities . : : ; ; 70:9 29:1 











1 The percentages in this table relate to the interest paid in London tax 
deducted and free of tax respectively. They may be taken as an approximation 
to the respective proportions of these loans held in the U.K. and abroad. Annual 
changes in these figures, however, do not necessarily indicate corresponding 
changes as between British and foreign holders, since the amount of foreign- 
owned coupons cashed in London in respect of sterling tranches issued abroad 
or of other loans payable abroad at the option of the holder, varies considerably 
in certain circumstances. 
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Unlike Foreign Government sterling loans, some of which 
are placed in financial centres abroad, in the case of Dominion 
Government sterling loans no effort is made to utilise foreign 
markets since the Trustee Act renders the London market specially 
favourable to Dominion and Colonial Government borrowers. 
The fact that approximately 10 per cent. of Dominion Govern- 
ment sterling loans is held outside the U.K. is due to the invest- 
ment of sinking funds accumulated against these and internal 
Dominion loans. The percentage may be expected to rise further 
in the event that Dominion Governments continue to replace 
sterling loans by domestic issues. 


TABLE I. 


British Capital Invested in Oversea Government and Municipal 
Loans: Income Remitted and Sums Repaid. 








(£000.) 
Nominal Capital. Income. Repayment. 
1935. 1936. 1935. 1936. 1935. 1936. 





Dominion and Colonial Gov- 


ernments. é : . | 1,072,300 | 1,016,000 | 44,115 42,344 44,091 74,711 
Dominion and Colonial Muni- 

cipalities ‘. ; ; 84,800 84,200 4,046 4,020 1,611 2,438 
Foreign Governments . ‘ 316,100 312,600 | 11,343 11,685 8,540 8,850 
Foreign Municipalities . . 29,900 28,400 1,012 868 1,965 1,547 





1,503,100 | 1,441,200 | 60,516 58,917 56,207 87,546 























Income from Dominion Government loans in 1936 at £42-3 
million was £1-8 million less than in the previous year. This 
was partly a reflection of the decline in total loans outstanding in 
1936, and partly due to previous conversion operations to lower 














Taste IT, 
Income. 
(£’000.) 
Ratio of 
Foreign Empire Income from 
Wane. Loans. Loans. Total. Foreign Loans 
to Total. 
% 
1928 . - 18,076 43,820 61,896 29-2 
1929 A , : 18,245 46,416 64,661 28-2 
1930 : ‘ : 17,798 46,878 64,676 27-5 
1931 r : e 17,515 48,405 65,920 26-6 
1932 . : “ 13,458 48,919 62,377 21-6 
1933 ‘ : z 11,988 49,138 61,126 19-6 
1934 ‘ . r 12,039 49,090 61,129 19-7 
1935 : - ‘ 12,355 48,161 60,516 20-4 
1936 —«xj ‘ . 12,553 46,364 58,917 21:3 
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rates of interest. On the other hand, income from Foreign Loans 
has risen slightly for the third year in succession, the gain in 
1936 being due mainly to increased payments on Greek and 
Rumanian bonds and to limited resumption of service on Chilean 
loans. Even so, the absence of any conspicuous improvement 
in respect of defaulted bonds stands out in contrast to the recovery 
in commercial dividends,. figures for which are given later. 
Thus, despite a minor rise, income from foreign loans is still 
more than £5 million below its 1930 figure. Although part of 
this decline is due to a decrease in U.K. investments in loans of 
this class, and to conversion operations, particularly of Argentine 
loans, most of the loss is still directly attributable to default. 


Taste IIT. 
British Investment in Empire and Foreign Loans. 
(£’000,000.) 








Empire Forei Ratio of 
Year. L ? L io Total. Foreign Loans 

oans, oans. to Total. 
% 
1928. ‘ 3 1,036 364 1,400 26-0 
1929. ; , 1,061 351 1,412 24-9 
1930 —«. : : 1,080 357 1,437 24-9 
1931 ‘ . g 1,104 337 1,441 23-4 
1932 _—«yj. ‘ : 1,109 323 1,432 22-6 
1933—_«tj. 5 : 1,147 333 1,480 22-5 
19384 . - 4 1,163 336 1,499 22-4 
1935 tj : ‘ 1,157 346 1,503 23-0 
1936 —zj P é 1,100 341 1,441 23-7 

















The rise in investments in Empire loans, uninterrupted up to 
1934, was reversed in 1935, which year showed a decline for the 
first time since these estimates were compiled, while in 1936 the 
fall amounted to £57 million. 

Between 1930 and 1934, Canada, New Zealand, India and 
South Africa were the principal borrowers. But Australia, 
already disturbed by the magnitude of her external debt, which, 
as a result of the heavy fall in the prices of her principal products, 
was imposing an increasingly heavy burden on her exchange 
resources, took steps to reduce her debt by applying larger sums 
to the redemption of loans in London. It may perhaps seem 
remarkable that in view of the rapid acceleration of the pace of 
industrialisation in Canada, South Africa and Australia, and the 
consequent increased demand for capital, the total of Dominion 
loans outstanding in London should have fallen during the past 
two years. Recovery has enabled these countries to finance new 
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projects in their domestic markets, while the growing volume of 
their export trade has permitted them to pay for imported capital 
goods from the proceeds of their exports and to redeem sterling 
loans from accumulated foreign exchange reserves. It is also 
worth noting that the Ottowa duties have been a factor in increas- 
ing direct American investments in Canada. Gross redemption 
of Dominion Government loans in London totalled £74-7 million 
in 1936. This is easily the highest figure of which we have a 
record. Australia was responsible for £25 million, South Africa 
for £23 million, India for £13 million and the Crown Colonies for 
£9 million. 


Repayment of Dominion Government Loans. 


(Excluding loans converted.) 


(£’000.) 
ee ©” 
1929... 5782 
1930. 2... 8,288 
1931. . . . .  . 2,568 
1932. . . .  .  . 23,740 
9838. . . . .  . $7,122 
1934 . 2.) 18999 
19995. .  .  . . 44,091 
1936. . . .  .  . 74,711 


No doubt Imperial tariff policy has strengthened the trade 
balance of the Dominions with the U.K. Nevertheless the size 
of the export surplus is still mainly governed by the prices and 
yields of certain primary products. 

The increasé of British capital, more apparent than real, 
invested in Foreign loans since 1932, so far from reflecting a 
corresponding investment of new money, may not unfairly be 
described as the involuntary conversion of unremitted interest 
into capital. 

Our next principal item comprises British Commercial Invest- 
ments overseas as ascertained for 1935 and 1936. As on earlier 
occasions, separate estimates are given in respect of the securities 
of companies registered in the U.K. and for those registered 
abroad. The companies include all those classified in the Stock 
Exchange Official Year Book whose assets are either entirely or 
mainly outside the United Kingdom, share and loan capital being 
taken at their nominal values. In the case of companies regis- 


1 The policy of drawing heavily upon foreign exchange reserves for the 
redemption of overseas debt may have its drawbacks. Large Dominion export 
surpluses depend so much on high prices of a few commodities that it may be 
questioned whether foreign exchange accumulations should not be regarded, to 
some extent at least, as a safeguard against adverse circumstances brought about 
either by crop failures or world depression. 
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tered abroad, only those whose securities are dealt in or known 
on the London market have been included. Shares of no par 
value are taken at the values assigned to them in the latest 
balance sheets.! 

Total British share and loan capital invested in the above 
companies at the end of 1936 amounted to £1,220 million, or 
about one-third of total. quoted security investments abroad. 
Since 1930, owing to depression and restrictions on oversea 
lending, little new money has been raised to finance either new 
British ventures abroad or to increase the scale of operations of 
existing enterprise. Thus in 1930 the corresponding figure for 
these investments was £1,205 million. Mining companies were, 
however, an exception. British share capital in this section has 
increased by over £40 million since 1930, such increase repre- 
senting genuine new investment. This, of course, was due to 
the sharp rise in the price of gold and the consequent demand for 
new equipment for the working of lower-grade ore. Elsewhere, 
except for some instances of capital reorganisation and repay- 
ments of loan capital, the nominal value of securities of British 
companies abroad has suffered little decline through sales to 
foreigners, the high rate of British income tax rendering these 
securities unattractive to other nationals. On the other hand, 
nationalist tendencies and the internal politics in South American 
and other countries are causing Governments to turn their 
attention to the question of taking over important industries 
at present under foreign management and control. The Argen- 
tine Government have already taken the initiative in this 
respect. Last year the Central Railway of Chubut was sold to 
the State Railways, while negotiations were opened between the 
Argentine Government and the Cordoba Central Railway Co., 
Ltd., and Argentine Transandine Railway for the transfer of assets 
of these companies to the Government. The aggregate capital 
of these companies amounts roughly to £23 million. These 
transactions are being partly financed by the issue of Argentine 
Government sterling bonds, so that the resulting net change in 
British investments in the Argentine may be both qualitative 
and quantitative. 

It will be observed that the expansion of dividends witnessed 
since 1932 has continued more rapidly throughout 1935 and 1936. 


1 The adoption of nominal values avoids fluctuations due to arbitrary move- 
ments of the stock market, and so facilitates, to some extent, a comparison of 
investments from year to year. Nevertheless strict comparison is not possible 
owing to more formal than material changes, due to writing up or down of capital, 
bonus issues, capital reorganisation, etc. 
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TaB_e IV. 
United Kingdom Capital Invested in British Companies Operating 


Abroad ; Dividends and Interest Received and Capital Repaid. 


SHARE CAPITAL. 






























































(£7000.) 
1935. 1936. 
Nominal Divi- Nominal Divi- 
Amount. dends. Amount. dends. 
Dominion and Colonial Rails 1,500 3 1,500 3 
Indian Rails 20,700 1,586 20,600 1,507 
USS. Rails 800 24 800 16 
Foreign Rails 226,900 1,641 226,700 1,208 
Banks 31,400 2.022 27,100 2,009 
Breweries . 6,000 580 6,100 665 
Canals and Docks 600 — 600 12 
Commercial and Industrial . 58,600 1,498 57,800 2,372 
Electric Light and Power . 11,500 670 11,600 775 
Financial, Land and Investment . 90,400 1,927 87,700 2,572 
Gas . s A 8,800 790 7,800 634 
Tron, Coal and Steel 6,400 52 3,600 66 
Mines z 103,800 7,930 108,200 9,532 
Nitrates 7,800 — 2,600 — 
Oil . 103,500 11,516 106,800 13,795 
Rubber 83,700 3,640 84,600 3,782 
Shipping : 7,300 179 7,200 189 
Tea and Coffee . 40,300 1,756 40,400 2,213 
Tolegraphs and Telephones ~ 24,000 1,468 24,200 1,502 
Tramways and Omnibus 10,700 297 10,600 308 
Waterworks ‘ 3,900 206 3,900 203 
848,600 37,785 840,400 43,363 
Loan CAPITAL. 
(£000.) 
1935, 1936. 
Nominal} In- |Repay-|Nominal} In- |Repay- 
Amount,| terest. | ment. | Amount.) terest. | ment 
Dominion and Colonial 
Rails . z 27,600 | 1,706 113 | 27,500 | 1,381 149 
Indian Rails . 40,000 | 1,541 | 3,488 | 38,000 | 1,440 | 2,088 
Indian Railway Annuities 26,300 | 1,315 | 1,515 | 25,100 | 1,255 | 1,575 
USS. Rails 800 32 — 800 32 -= 
Foreign Rails 179,300 | 5,164 491 |177,800 | 5,465 | 1,410 
Breweries . 900 48 3 900 47 8 
Canals and Docks 2,800 170 109 2,800 185 27 
Commercial and Industrial 18,200 647 748 | 17,100 598 | 1,650 
Electric Light and Power 4,900 250 598 4,709 250 439 
Financial, Land and In- 
vestment 36,000 | 1,318 | 1,949 | 34,600 | 1,372 | 3,558 14 
Gas 2,000 96 36 2,000 94 24 
Tron, Coal and Steel 1,600 61 _- 1,300 72 21 
Mines 8,600 483 451 8,200 423 340 
Nitrates 1,400 -= 28 1,400 —- os 
Oil A 1,500 84 | 1,124 1,800 41 84 
Rubber 4,700 233 358 4,700 223 270 
Shippin 4,200 182 | 1,109 3,800 137 359 
Tea and Coffee . 2,700 101 44 2,600 93 168 
Telegraphs and Telephones 4,300 179 6 4,200 176 202 
Tramways and Omnibus. | 17,700 254 174 | 17,800 252 63 
Waterworks ; 2,300 99 12 2,200 97 90 
387,800 |13,963 {12,356 [379,300 |13,633 |12,525 
1 Includes £1,497,000 share capital. 
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TABLE V. 


British Companies Operating Abroad ; Dividends and Interest 
Received in the United Kingdom. 








Per cent. Per cent. | Total Divi- 

Year. Dividends. of Interest. of dends and 
Capital. Capital. Interest. 

1929 . . | £67-7 mill. 8-4 £18-3 mill. 4:7 £86-0 mill. 
1930 . : 59:0 ,, 71 17-5 ,, 4-5 76-5 ;, 
1931. F Sa°S 45 4-1 15:5 ,, 3-9 48-8 ,, 
1932 . - 29:0 ,, 3:6 13°65 ,, 3:5 42:5 ,, 
1933 . ‘ 29-5 ,, 3:6 12-5 ,, 3-2 42:0 ,, 
1934 . : 32°4 ,, 3-9 oo 3:4 45:5 ,, 
1935 . : 37°83 ,, 4:5 14:0 _ ,, 3:6 61:8 ,, 
1936 . , 43-4 ,, 5:2 13:6 ,, 3°6 57-0 ,, 




















Mining dividends at £9-5 million for 1936 have more than 
doubled since 1934, and give a yield of 8-8 per cent. on the invested 
share capital compared with 9-3 per cent. in 1929 on a considerably 
smaller capital. But whereas the rise in Mining Income between 
1931 and 1934 was accounted for entirely by gold-mining profits, 
the further progress since 1934 has been largely associated with 
the upward price movements in copper, lead and spelter. The 
latter are shown in the following table. 


Gold and Non-Ferrous Metal Prices. 
Yearly Average Prices. 








— Gold, per | Copper, Tin, Lead, Spelter, 
sia fine oz. per ton. per ton. per ton. per ton. 
8. d. £ £ £ £ 

1930. ° : 85 0 54:5 142-6 18-1 16-8 
1931. : : 92 6 38:3 118-1 13-0 12-4 
1932. : : Lis I 31-7 136-1 11-0 13-6 
1933. : . 124 9 32-6 194-8 11-7 15-7 
1934. : : 137 8 30°3 230-4 10-9 13-9 
1935. : ° 142 1 31-9 224-9 14:3 14-1 
1936. : : 140 3 38-5 204-6 17-6 14-9 




















Oil dividends rose to £13-8 million in 1936, as compared 
with £11-4 million in 1934 and £10-2 million in 1932, while Rubber 
Company dividends at £3-8 million in 1936 were twice the amount 
distributed in 1934. Three groups of enterprise, Mines, Oil and 
Rubber, were responsible for over 60 per cent. of total dividends 
disbursed in 1936 by British companies operating entirely or 
mainly abroad. Other categories also reflected the gradual 
improvement in world economic conditions, but up to 1936 
had regained only a small part of the ground lost between 1929 
and 1933. Thus the yield on shares, despite substantial com- 
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pany reorganisation and writing down of capital, is still only 
5-2 per cent., against 8-4 per cent. in 1929. Nor has there been 
any notable increase in the total interest received on loan capital 
since 1933. It was £18-3 million in 1929; fell to £12.5 million in 
1933; and has since recovered to £13-6 million. The average 
rate of interest has fallen from 4-7 per cent. in 1929 to 3-6 per cent. 
in 1936, default on South American Railway bonds playing an 
important part in this decline. However, even if payments on 
defaulted bonds were resumed, total interest remitted could no 
longer be expected to attain the 1929 level, as conversion operations 
have in recent years to some extent reduced debt charges. 

Our third section relates to U.K. investments in companies 
registered abroad. Apart from South African mining companies, 
which are largely British-controlled and managed, U.K. invest- 
ments in companies registered abroad are small minority holdings 
generally involving no participation in their management. 

It is interesting to note that in recent years circumstances 
have become more favourable to the investment of money in 
existing enterprise than in new companies. For, with the advent 
of economic recovery, the purchase of existing low-priced shares 
involved less risk than the subscription of funds to new companies 
with uncertain prospects. Since the capital of British companies 
operating abroad is held almost entirely in the U.K., it is clear 
that Foreign and Dominion companies have offered a greater 
scope for the investment of new money abroad. With the growing 
volume of funds seeking profitable outlets, it is therefore not sur- 
prising that international counters like Royal Dutch, International 
Nickel, Mexican Eagle, etc., have become increasingly popular 
on the London market. These circumstances also explain why 
the yearly fluctuations in the capital shown below are greater 
than those of British companies operating abroad. 

U.K. holdings of share capital in companies registered abroad 
rose by £25 million between 1934 and 1936. Investments in 
U.S. Rails were responsible for some £15 million of this rise, while 
an expansion of £10 million in Commercial and Industrial and £6 
million in Iron, Coal and Steel also reflected increased investments, 
mainly in American companies. The rise in Wall Street and 
expectations of a high level of business activity in the United 
States encouraged a larger volume of buying of U.S. securities 
from London than these figures suggest, since the above table 
excludes securities which are not well known or dealt in on the 
London market. According to a report issued by the United 
States Treasury Department, the net purchase of dollar securities 
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ly TaBLE VI. 

n United Kingdom Capital Invested in Companies Registered 
al Abroad ; Dividends and Interest Received and Capital Repaid. 
in 


SHARE CAPITAL. 














e (£000.) 

t. 

n Nominal Amount. Dividends. 

- 1935. 1936. 1935. 1936. 

LO 

3 Dominion and Colonial Rails ‘ 67,900 67,000 154 148 
U.S. Rails : ue : 4 33,400 38,000 200 415 
Foreign Rails. j : : 8,700 8,700 100 75 
Banks 5 ‘ 3 4 ? 29,000 27,800 1,470 1,440 

28 Breweries . P : : 2,100 2,100 36 36 

g Canals and Docks . 3 700 700 2,430 2,440 

a Commercial and Industrial | ‘ 76,900 77,600 7,892 9,850 

{- Electric Light and Power . 18,900 19,000 1,568 1,520 

1g Financial, Land and Investment . 14,400 14,600 353 356 

) Tron, Coal and Steel . y E 10,800 12,400 280 370 
Mines ‘ : ‘ ; - 60,300 63,000 14,239 16,012 
Nitrates . . : P E — —_ _ — 

28 Oil . ‘ ; ; : 5 18,500 18,000- 162 1,483 

n Shipping . ; 7,200 7,200 304 304 
Telegraphs and Telephones — ; 6,500 6,300 346 373 

it Tramways and Omnibus . e 10,600 10,600 — 105 

s Gas . ; ‘ : \ 

S Watasnisien J 4,000 4,000 200 195 

Ss 

. 369,900 377,000 29,734 35,122 





















































ir 

r Loan CaPItat, 

g (£°000.) 

3 Nominal Amount. Interest. Repayment. 

ul 

r 1935. 1936. 1935. | 1936. | 1935. | 1936. 

y Dominion and_ Colonial 

r Rails . ‘ x . |149,100 {148,000 | 6,466 | 6,415 | 4,320 800 
U.S. Rails A : F 9,000 | 10,800 410 535 -= a 
Foreign Rails ‘ . | 838,100 | 37,100 | 1,510 | 1,210 | 1,331 492 

1 Banks . = : . | 15,900 | 16,500 447 522 607 953 
Breweries , e ‘ a 200 -= 5 —_— _ 

n Canals and Docks . 3,200 3,200 27 27 — os 
Commercial and Industrial 25,600 | 25,600 | 1,262 | 1,197 | 2,045 962 

e€ Electric Light and Power 33,100 | 32,600 | 1,480 | 1,404 | 2,556 | 1,674 

6 Gas ‘ 400 400 21 21 —_— 
Financial, Land and In- : 

P vestment . 16,200 | 14,400 668 600 100 100 

1 Tron, Coal and Steel ‘ 7,700 7,900 385 375 365 530 
Mines . 4 ‘ ; 6,100 5,800 410 390 150 175 

1 Oil - 2 P ; — — — — 156 485 
Nitrates - , 4 8,300 8,000 lll 146 a 220 

) Shipping 2,200 1,900 64 105 836 51 

> Telegraphs and Telephones 4,600 4,300 180 114 74 67 

‘ Tramways. 8,900 | 9,000 301 352 13 17 

> 

1 328,400 |325,700 [13,742 |13,418 |12,553 | 6,526 

3 
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traced to U.K. account during the years 1935 and 1936 was $484 
million, of which $368 million was domestic securities and the rest 
foreign dollar securities. It is probable, however, that some part 
of the buying of American securities in London was in reality for 
account of U.S. residents, as margin requirements in practice are 
now less stringent on the London Stock Exchange than in New 
York. 

Despite the flotation of new gold-mining companies in South 
Africa and the larger capital needed to finance development work, 
U.K. investment in Mines showed no increase from the 1934 
total. The explanation lies in the great interest in the Kaffir 
market taken by the Continent, and particularly by Paris, 
in which centre gold-mining shares are traditional favourites. 
There is little doubt that during the past two years French hold- 
ings of South African gold-mining shares have risen substantially, 
although early in the present year fears of a reduction in the price 
of gold may have induced some liquidation. 

The steady decrease in loan capital through the operations 
of sinking-fund and maturity repayments continued during the 
past two years, only partially offset by occasional new issues and 
purchases of dollar bonds. Since 1929 the total amount of bonds 
held has, in fact, declined by £77 million, or by nearly one-fifth. 
Repayments in 1935 and 1936 amounted to £19 million, of which 
nearly £5 million was due to the maturing of Canadian railway 
loans. The Canadian National Railways have in recent years 
adopted the practice of repaying sterling loans partly from the 
proceeds of new issues floated in New York. 

The trend of dividend and interest payments is shown 
below :— 


TaBLeE VII. 


Dividends and Interest Payments Remitted to the United Kingdom 
by Companies Registered Abroad. 








Per cent. Per cent. Total 
f ivid 

Year. Dividends. a Interest. Nominal a 
Capital. Capital. Interest. 

1929 . . | £42-0 mill. 9-6 £19-7 mill. 4-9 £61-7 mill. 
1930 . ‘ Sit 45 8-1 193 4, 4-9 51:0 ,, 
1931 . 22:7 ss 6-0 18-2 ,, 4-7 40:9 ,, 
1932 . 2 6-4 Lid 4:6 39-2 ~,, 
1933 . 20-5 ,, 5:9 14-7 ,, 4-2 35-2, 
1934 . 26:0 _ ,, 7-4 13:8 ;, 4:1 39-8 ,, 
1935 . i 8-0 by ae 4-2 43-4 ,, 
1936 . 35:1, 9-3 13-4 ,, 4-1 48-5 ,, 



































1937] BRITISH OVERSEA INVESTMENTS IN 1935 AND 1936 653 


Somewhat surprisingly, the above table discloses that the rate 
of dividend is now almost as high as in 1929. It contrasts sharply 
with the low rate paid by British companies in 1936 (see Table V). 
It is noteworthy, however, that Mining dividends, which contri- 
buted £16 million of the 1936 total of £35-1 million, were at a rate 
of 25 per cent. on nominal capital. The Mining section here 
includes practically the whole of the South African gold mines; 
and although working costs and taxation have risen considerably, 
dividends paid rose both in 1935 and 1936, and were substantially 
in excess of those paid in 1929. 

In the Commercial and Industrial group substantial rises in 
dividends were recorded both in 1935 and 1936, the total for the 
latter year being £9-8 million, compared with £5-0 million in 1934, 
while the rate of dividends was 12-7 per cent. in 1936. This 
category includes a number of companies paying extremely large 
dividends, like International Nickel, Imperial Tobacco Co. of 
Canada, British Tobacco Co. of Australia, etc! Nevertheless the 
fact remains that a much more impressive recovery was witnessed 
in this section than was the case of the corresponding companies 
domiciled in the U.K. 

Oil dividends rose from £162,000 in 1935 to £1,483,000 in 1936, 
mainly through resumption of Preference dividends by the Cana- 
dian and Mexican Eagle Oil Companies, which had been suspended 
since 1933. Most of the other categories also showed progress in 
consonance with the general improvement in prices, production 
and world trade. 

On the other hand, interest received on loan capital in 1936, 
at £13-4 million, is the lowest since the compilation of these 
estimates was begun. The decline, however, has been brought 
about not so much by default, although this has of course been a 

factor, as by progressive reduction in the amount outstanding 
through sinking-fund and maturity repayments. The average 
rate of interest paid in 1936 was 4-1 per cent., as compared with 
4-9 per cent. in 1929, since which year conversion and refunding 
operations have slightly reduced interest rates. 

The final total for 1936 of the three categories of British 
oversea investment in quoted securities that have been examined 
in the preceding pages is shown in Table VIII, and compared 
with the corresponding total for 1935. The amounts of capital 
repaid in the two years are also indicated. 


1 The high rate of dividend is to some extent due to the fact that shares of 
no par value have been taken at the values assigned to them in the latest balance 
sheets; these being generally conservatively valued. 

No. 188.—voL. XLvII. xx 
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TaBLE VIII. 


Nominal Amount of British Oversea Investment in Quoted 


Securities and Loan Capital Repaid. 





[DEc. 





Capital. | Repayment. 





Foreign, Dominion and Colonial Govern- 


(£°000,000) 


1935. (900,000) 

















ments and Municipalities . 1,503 56-2 
British Companies abroad 1,236 12-4 
Foreign and Colonial Companies 698 12:5 

Total 3,437 81-1 
1936, 
Foreign, Dominion and Colonial Govern- 

ments and Municipalities . 1,441 87-5 
British Companies abroad 1,220 12-5 
Foreign and Colonial Companies 703 6-5 

Total 3,364 106-5 





The following table shows the trend of the income obtained from 
Britain’s oversea investment in all securities dealt in or known to 


the London market. 


TABLE IX. 


Income from Britain’s Investments in Oversea Securities 
dealt in or known to the London Market. 


(£7000,000.) 








Dominion, British 
Colonial and Companies Companies 
Year. Foreign Govern- Registered in Registered Total. 
ments and the United Abroad. 
Municipalities. Kingdom. 
1929 64:7 86-0 61:7 212-4 
1930 64:7 76-5 51-0 192-2 
1931 65-9 48-8 40-8 155°5 
1932 62:4 42°5 39-2 144-1 
1933 61-1 41-9 35:3 138°3 
1934 61-1 45:5 39°8 146-4 
1935 60:5 51-8 - 43°4 155°7 
1936 58-9 57-0 48:5 164-4 

















Despite the improvement since 1933, income received by 
investors in 1936 was still only 77 per cent. of that obtained in 
1929, and this in a year when wholesale prices and industrial 
production in a number of the most important countries were 


already equal to, or above the 1929 levels. 


Part of the decline, 


as already explained, is due to the reduction in loan capital and 


to conversion operations. 


It is clear, however, that domestic 


booms by themselves, unless accompanied by a substantial recovery 
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in international trade, are unlikely to provide the conditions 
necessary for a restoration of investment income to the former 
level. Britain’s Oversea Investments are widely spread and 
highly diversified, and the products derived from British enter- 
prise abroad enter into the consumption of almost every country. 
In consequence, the yield from these investments is intimately 
linked with variations in world demand and the volume of 
international trade. It is perhaps worth observing in this con- 
nection that shipping earnings, which directly reflect the state of 
international trade, have risen more impressively. The Board 
of Trade estimated these earnings at £95 million in 1936, a 
figure indicating a recovery of over 45 per cent. from the low level 
of 1933. However, both the volume of tonnage afloat and world 
trade were considerably lower in 1936 than in 1929. The recent 
improvement in the earnings of shipping was mainly caused by 
the conspicuous rise in freights, the index for which has risen from 
77-5 per cent. in 1933 to 96-5 per cent. in 1936.1 

The increase of only £26-1 million since 1933 in the income 
from security investments is perhaps almost as unsatisfactory as 
are the rather ill-balanced, and sometimes even unwelcome factors 
which have contributed to its development. Continued default 
on Foreign Bonds has prevented a recovery in receipts from Govern- 
ment and Municipal securities, while commercial dividends have 
been too weighted by Mining income. For example, of the 
total increase of £28-3 million in income from commercial invest- 
ments between 1933 and 1936, £15-2 million is accounted for by 
the rise in income from Mining investments due to the special 
factor of the increased price of gold. 

Nevertheless, despite the recent setback in security markets 
and commodity prices, investment income in 1937 will undoubtedly 
show a further marked expansion. In view of the time lag be- 
tween the disbursement of dividends and the earnings on which 
they depend, 1937 dividends should reflect the highest level of 
commodity prices attained since the depression. Moreover, the 
past eighteen months have witnessed an encouraging upturn in 
the volume of international trade. In some countries noteworthy 
progress towards a relaxation of exchange restrictions has recently 
been made and means have been found, although largely through 
the canalisation of the channels of trade, to liquidate those 
commercial balances which exchange restrictions had immobilised. 
Despite the widespread recognition of the urgency of the problem, 
progress towards a reduction of tariff barriers has, however, been 


1 Figures from Chamber of Shipping of the United Kingdom. 
x x2 
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almost negligible. And until positive steps in this direction have 
been taken, the extent to which world trade can continue to 
expand must remain limited. 

So far the estimates submitted have referred exclusively to 
quoted securities or securities well known to the London market. 
Their total has been assessed at £3,364 million. But although 
these cover the main field of British Oversea Investments, a 
substantial income accrues to the United Kingdom from invest- 
ments in unquoted securities, from oversea plant and factories, 
from branches of British companies operating chiefly at home, as 
well as from other miscellaneous and private commercial assets 
abroad. During the past few years a marked increase in invest- 
ments in unquoted securities, notably in U.S.A., but also in 
Canada and other Dominions, has taken place. As already 
mentioned, it has been estimated by the United States Depart- 
ment of Commerce that United Kingdom holdings of American 
securities increased during 1935 and 1936 by $484 million (see 
p. 652). The same source calculates total United Kingdom invest- 
ments in American common and preferred Stocks and Bonds at the 
end of 1936 at about $1,237 million. The rise in Canadian 
security markets and the rapid advance in mineral production in 
Canada under the stimulus of the high level of non-ferrous metal 
prices also led to purchases of Canadian securities not quoted in 
London during the year under review. This is confirmed by the 
estimates of the Canadian Department of Commerce, which place 
the amount of British long-term capital invested in Canada, ex- 
clusive of Government and railway obligations, at the end of 1936 
at $1,133 million, compared with $1,076 million at the end of 1933. 

The substantial changes that take place in these unquoted 
investments, and the circumstance that the income obtained 
from them constitutes a not inconsiderable part of the total 
income from Britain’s Oversea Investments, render it desirable 
to secure more accurate data regarding them. Some tentative 
steps have already been taken with this object in view. For the 
sake of completeness a rough approximation of these assets and 
the income produced by them in the years 1935 and 1936 is 
appended in a footnote.1_ No high degree of accuracy is claimed 

1 Rough estimates are as follows :— 


1935. 1936. 
Unquoted Investments : . £350 mill. £400 mill. 
Income . , : 16:9 ;, 19-6 ,, 


Adding these figures to the statistically more reliable estimates for quoted 
securities we obtain :— 


1935. 1936. 
Total U.K. Overseas Investments £3,788 mill. £3,764 mill. 
Income . C 3 1716: ,, 184-0 
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for these figures. They may, however, be compared with similar 
estimates given in previous surveys. 


Geographical Distribution of British Oversea Investments in 1936, 


The total nominal amount of U.K. Capital invested in Oversea 
Government and Municipal loans and in all securities quoted in 
London of companies operating abroad is estimated to have 
amounted to £3,364 million at the end of 1936. 

A number of important British companies operating abroad 
possess assets widely spread in various forms throughout the 
world. In consequence, a territorial classification of these assets 
is not readily possible. Companies of this description are there- 
fore excluded from the geographical table given below, which 
deals with a nominal capital of £3,240 million. 

Companies registered abroad have in the main been assigned 
to the countries in which they are registered. 


Geographical Distribution of £3,240 million Ni ominal British Ca pital 
Invested Abroad at the End of 1936. 








Dominions, (£000,000.) 
Australia . ‘ ; : 3 ; 505 
India and Cey lon . . ‘ ‘ 438 
Canada and New -foundland ; ; 443 
South Africa and Rhodesia ‘ P P 248 
New Zealand . m ; : : 146 
British Malaya . , : ; : : 84 
British East Africa . : ‘ : ; 31 
British West Africa . ; , : F 37 
Other British Territories . , F ? 49 
1,981 








Foreign Countries. 





Europe! . . . 3 5 - ; 236 
Argentine . ‘ : : : : : 372 
Brazil 4 ‘ j ; E : 160 
Chile ; : ; j 50 
Rest of South America 5 . : : 85 
Mexico 2? and Central America R ; ; 52 
United States . . , : ; 81 
Cuba s 3 j : P y : Ze 
Japan P r i , 2 . ‘ 53 
China ‘ F ; - F : 41 
Rest of W orld 3 ‘ ‘é ‘ 3 ; 102 

1,259 








1 Turkey as a whole has been included in the figures for Europe. 

2 The total for Mexico would be considerably increased if capital long in 
default were included. 

3 Rest of World comprises mainly Dutch Malaya, Iran, Egypt, Iraq and 
Portuguese East Africa. 
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The above figures cover probably about 85 per cent. of the 
total of all British long-term investments.1 The percentage 
covered varies considerably, however, for individual countries. 
Thus, for instance, unquoted and private investments are small 
in Australia and New Zealand, but have risen in recent years in 
South Africa. They are substantial in Canada, India, China and 
South America; and the figure of £81 million covering quoted 
securities in the U.S.A. probably represents less than one-third of 
total U.K. investments in that country. 

The following table provides a re-analysis of the foregoing 
according to various classes of enterprise. 


Distribution of £3,240 million British-owned Securities in Various 
Classes of Enterprise Among the Territories of the World at 
the End of 1936. 
































(£000,000.) 
Govern- 
— Rail- Public Mines Miscel- Total 
Munici- | Ways. | Utilities. * | laneous. : 
pal. 

Australia F 427 2 7 20 49 505 
India and Ceylon. 256 84 7 12 79 438 
Canada and New- 

foundland : 118 216 26 4 79 443 
South Africa and 

Rhodesia : ‘ 103 21 6 72 46 248 
New Zealand . . 131 — — 1 14 146 
British Malaya ‘ 6 — 4 7 67 84 
Other British Terri- 

tories . . ‘ 59 4 6 25 23 117 
Total Dominions . | 1,100 327 56 141 357 1,981 
Europe . : : 120 23 21 9 63 236 
South America - 139 362 49 7 110 667 
U.S.A., Mexico and 

Central America . 1 78 20 6 28 133 
China and Japan. 70 — 9 1 14 94 
Other Foreign Terri- 

tories . ‘ ; 11 36 4 5 73 129 
Total : Foreign Coun- 

tries. ‘ 341 499 103 28 288 1,259 
Total: The World . | 1,441 | 826 | 159 | 169 | 645 | 3,240 











Of the total of £3,240 million classified above, £1,981 million, 
or more than 60 per cent., is invested in the Dominions. Govern- 
ment and Municipal loans account for 44 per cent., Railways for 

1 Pending an accurate assessment of U.K. investments in unquoted securities, 


direct and private investments, etc., the figure of 85 per cent. is put forward 
only as a very rough approximation. 
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25 per cent. and Mines for 5 per cent. The bulk of the capital 
invested in Canadian railways carries a Dominion Government 
guarantee, and might therefore alternatively have been classified 
among Government loans. Conversely, a large amount of 
capital borrowed by Oversea Governments has in fact been em- 
ployed in the construction of railways, notably in Australia and 
China. Railway investments, constituting one of the most popular 
forms in which British capital was invested in the past, have lost 
their attraction in recent years, owing to the competition of other 
forms of transport and increasing restrictions imposed by foreign 
xovernments on the working of British-owned railways. How- 
ever, they still comprise an important part of Britain’s capital 
abroad. 

Mining enterprise is the only category in which commercial 
investments abroad have appreciably increased since the depres- 
sion, notably in Rhodesia, which has witnessed a development of 
its highly important copper mines, and in South Africa where 
gold-mining operations have been extended. Thus, of the total 
of £169 million invested in Mines, £72 million, about 43 per cent., 
is accounted for by South Africa and Rhodesia. There is little 
doubt, moreoever, that given a continuance of favourable cir- 
cumstances, the enormous Rhodesian ore deposits should in due 
course require more capital for their development. 

Among other commercial categories there has been little 
change; for, apart from the difficulties involved in new invest- 
ment abroad, restriction schemes have in many instances reduced 
the scale of operations and have obviated the necessity for fresh 
development. 

A geographical distribution of Britain’s Oversea Investments 
was last published in the June issue of the Economic JOURNAL 
in 1933. It related to the year 1930, but it was necessarily of a 
tentative nature and, except for Government and Municipal 
loans, was compiled on a somewhat different basis than the 
present one. However, as regards Government and Municipal 
loans, the 1930 and 1936 figures are strictly comparable. They 
are accordingly appended. , 

Net changes between 1930 and 1936 are, in fact, insignificant. 
Investments in Dominion public loans have increased on balance 
by £17 million; those in Foreign bonds have declined by £16 
million. The increase in Dominion loans would have been 
considerably greater but for heavy repayments in the last two 
years by South Africa and India. As it is, Canadian loans held 
in the U.K. have risen by £21 million, New Zealand loans by the 
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same amount, and those of other British Territories by £11 million. 
Borrowing by Mandated Territories like Palestine and Tanganyika 
has, in the main, been responsible for the increase in other British 
Territories, 


Comparison of British Capital Invested in Oversea Government and 
Municipal Loans at the End of 1936 and 1930 Respectively. 
(£000,000.) 

















1936. 1930. 
Australia . . $ ‘ ; . 427 432 
India and Ceylon : : P ; 256 261 
Canada and Ni ewfoundland , ‘ . 118 97 
South Africa and Rhodesia t : : 103 118 
New Zealand . 2 j - : F 131 110 
British East Africa . é : ; : 15 18 
British West Africa . > : ‘ 3 20 28 
Other British Territories . : - ‘ 30 19 
Total Empire . ; . . . 1,100 1,083 
Europe. : . , : ; 120 120 
Argentine . : F ‘ ? . : 35 33 
Brazil * : : i . , “ 74 73 
Chile ‘ ‘ : . - : 20 21 
Rest of America 1 : - . ; 5 10 9 
China . . ; ; . . 26 26 
Japan . : ; . : ; : 45 57 
Rest of World . : F : ; . 11 18 
341 357 











1 Excluding Mexican Government bonds which are almost in entire default. 


. 


Apart from a net repayment of £12 million of Japanese loans, 
investments in Foreign Public Loans appear to have remained 
practically unchanged since 1930, or at any rate the changes that 
have occurred have cancelled one another out. For example, 
both in Europe and South America repurchases by foreigners of 
their Government sterling bonds have been counter-balanced by 
the issue of new bonds, either in lieu of interest on defaulted bonds, 
or in exchange for frozen commercial balances. In the case of 
China, a reduction through sinking-fund payments has been offset 
by the inclusion of loans whose service has been resumed after a 
long interval. 


New Issues and Repayments. 


A study of long-term capital movements to and from the 
United Kingdom does not fall properly within the scope of these 
surveys. However, fairly complete information has been available 
concerning two interesting types of long-term capital movements, 
viz. the subscription of new money on the London market to 

















t 


re 
4 


= 


EE Se = 








1937] BRITISH OVERSEA INVESTMENTS IN 1935 AND 1936 661 


oversea issues, and the repayment of loans and share capital 
through the operation of sinking funds and the incidence of 
maturities. Repayments comprise all cash remittances to U.K. 
holders, whether or not these payments have been effected from 
the proceeds of new issues. Similarly, U.K. subscriptions to new 
oversea issues include all cash subscribed, although in some 
instances it may have been applied to the redemption of maturing 
loans. 








British Subscrip- | Repayment to 
Year. tion to New the United Difference. 
Overseas Issues. Kingdom. 
1929 . : : £96 mill. £49 mill. + £47 mill. 
1930 ‘ ‘ - 98 ,, 39 ,, + 59 ,, 
1931 . . . 41 ,, a + 14 ,, 
1932 ; : : 37 ae — FE, 
1933 : : : 83s, 67 ,, -- 16 5 
1934 : : : 63 Cs, 42 ,, + 21 ,, 
1935 : : ‘ 3 ae oe — 30 ,, 
1936 ; ‘ : 61 ,, 107 _,, — 4 ,, 














The remarkable increase in the volume of repayments during 
the past two years has been due to a combination of circumstances 
intimately associated with world recovery. Oversea loans, 
particularly those to Dominion Governments, are generally 
repayable, at the option of the borrowing Government, at any 
time during a period of many years prior to the final date of 
maturity. During 1935 and 1936 the Gilt-edged market remained 
steady at a high level and similar conditions prevailed in the vari- 
ous Dominion markets. The low yields obtaining on these bonds 
consequently stimulated a large number of conversion and refund- 
ing operations which might otherwise have been spread over a 
number of years. At the same time, the inducement to repay was 
increased by the abnormal volume of sterling exchange accruing to 
Dominion Governments as a result of their growing export trade 
and increased gold production. The exchange factor also explains, 
in part at any rate, why the volume of new oversea issues on the 
London market has not risen in the same proportion. A repeti- 
tion of such heavy repayments need hardly be expected during 
the coming years, for, on the one hand, the number of loans which 
may be redeemed at an early date has been considerably reduced, 
and, on the other hand, the bond market and the exchange 
situation have undoubtedly become less favourable to those 
envisaging refunding and} repayment operations in the London 
market. 

The heavy repayments in recent years have provided us with 
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a further means of paying for our growing volume of imports. 
But the resulting decline, not only in the total, but also in the 
quality of our loans abroad must be viewed with concern. Apart 
from some repurchases by foreign nationals of their own countries’ 
low-priced defaulted bonds, repayments since the depression 
have been mainly concentrated on our best-class loans. For, it 
is in respect of these that contractual sinking funds have been 
maintained or that total repayment has been effected in anti- 
cipation of maturity. Moreover, by far the greater proportion of 
the new Foreign Government bonds that have made their appear- 
ance on the London market since 1930 are not the result of genuine 
investment, but of the enforced conversion of unpaid and un- 
remitted interest, as well as of frozen commercial and other 
balances. These additions cannot, of course, be regarded as 
constituting a desirable increment of our foreign holdings. 

It is, of course, only natural that the Dominions should have 
taken advantage of high prices and rising exports to reduce their 
external indebtedness, and in view of the heavy charge which it 
constitutes in times of depression, this reduction is undoubtedly 
a healthy development. Nevertheless, from the point of view 
of the United Kingdom, a progressive deterioration in our 
position as a long-term creditor may in the long run result in a 
substantial and permanent decline in income from abroad. This 
would make it difficult to deal with the continued rise in imports 
without enforcing upon us a socially disturbing and detrimental 
reduction in the general standard, in order to lower costs and 
raise the volume of visible exports. For this reason the problem 
of maintaining Oversea Investments merits close attention. 

R. M. KInDERSLEY 
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THE “EX-ANTE” THEORY OF THE RATE OF INTEREST 


AFTER reading the articles by Prof. Pigou, Prof. Ohlin, Mr. 
Robertson and Mr. Hawtrey in the last issue of the Economic 
JouRNAL,! I feel that Mr. Robertson has summed up the position 
very well when, at the end of his contribution, he tells me that 
I am shying at a “composite Aunt Sally of uncertain age.” 
Whilst truth is one, error is indeed many, and I promise to give 
up any further attempt to maintain the contrary ! 

I restrict myself in what follows to the discussion between 
Prof. Ohlin and myself, because this, I think, may prove to be 
a fruitful one. He has compelled me to attend to an important 
link in the causal chain which I had previously overlooked, and 
has enabled me to make an important improvement in my 
analysis; and as regards the difference which still remains 
between us, I do not yet abandon the prospect of convincing him. 
Whilst, however, the latter must probably await a future article 
which I intend to write dealing with the relation of the “ ex-ante ”’ 
and ‘‘ ex-post’ analysis in its entirety to the analysis in my 
“General Theory,” I have, meanwhile, some comments on his 
latest contribution. 

According to Prof. Ohlin, the rate of interest depends on the 
interaction at the margin between the supply of new credit due 
to ex-ante saving and the demand for it arising out of ex-ante 
investment. I understand that the amount of ‘“ ex-ante ” saving 
in any period depends on the subjective decisions made during 
that period to make objective savings out of income which will 
accrue subsequently; and, similarly, the amount of ‘“ ex-ante ”’ 
investment depends on the subjective decisions to invest which 
will take objective effect subsequently. Now, ex-ante invest- 
ment is an important, genuine phenomenon, inasmuch as decisions 
have to be taken and credit or “ finance ’’* provided well in 
advance of the actual process of investment; though the amount 
of the preliminary credit demanded is not necessarily equal 


1 Sept. 1937—“* Real and Money Wage Rates in Relation to Unemployment,” 
by Prof. Pigou, p. 405, and ‘‘ Alternative Theories of the Rate of Interest : Three 
Rejoinders,”’ by Prof. Ohlin, D. H. Robertson, and R. G. Hawtrey, p. 423. In 
regard to Prof. Pigou’s article, see the note below (p. 743). 

2 In what follows I use the term “ finance-’’ to mean the credit required in 
the interval between planning and execution. 
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to the amount of investment which is projected.1 There is, 
however, no such necessity for individuals to decide, con- 
temporaneously with the investment-decisions of the entre- 
preneurs, how much of their future income they are going to 
save. To begin with, they do not know what their incomes 
are going to be, especially if they arise out of profit. But 
even if they form some preliminary opinion on the matter, in 
the first place they are under no necessity to make a definite 
decision (as the investors have to do), in the second place they 
do not make it at the same time, and in the third place they most 
undoubtedly do not, as a rule, deplete their existing cash well 
ahead of their receiving the incomes out of which they propose 
to save, so as to oblige the investors with “finance ” at the date 
when the latter require to be arranging it. Finally, even if they 
were prepared to borrow against their prospective savings, 
additional cash could not become available in this way except 
as a result of a change of banking policy. Surely nothing is 
more certain than that the credit or “finance” required by 
ex-ante investment is not mainly supplied by ex-ante saving. 
What part, if any, is played by it, we will consider in a moment. 

How is it supplied? The entrepreneur when he decides to 
invest has to be satisfied on two points: firstly, that he can 
obtain sufficient short-term finance during the period of producing 
the investment; and secondly, that he can eventually fund his 
short-term obligations by a long-term issue on satisfactory 
conditions. Occasionally he may be in a position to use his own 
resources or to make his long-term issue at once; but this makes 
no difference to the amount of “ finance ” which has to be found 
by the market as a whole, but only to the channel through which 
it reaches the entrepreneur and to the probability that some part 
of it may be found by the release of cash on the part of himself 
or the rest of the public. Thus it is convenient to regard the 
twofold process as the characteristic one. 

Now, the markets for new short-term loans and for new 
long-term issues are substantially the same as the markets for 
old ones, such minor anomalies as may be occasioned by the 
imperfection of the market as between bankers and other sup- 
pliers of finance or between different sections of the investment 
market not being relevant on our present plane of discussion. 
Thus the terms of supply of the finance required by ex-ante 
investment depend on the existing state of liquidity-preferences 


1 H.g., when a@ new railway is undertaken, it is not usual to borrow the whole 
of what it will cost before the first sod is cut, 
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(together with some element of forecast on the part of the entre- 
preneur as to the terms on which he can fund his finance when 
the time comes), in conjunction with the supply of money as 
governed by the policy of the banking system. Broadly speak- 
ing, therefore, the rate of interest relevant to ex-ante invest- 
ment is the rate of interest determined by the current stock 
of money and the current state of liquidity preferences at the 
date when the finance required by the investment decisions has 
to be arranged. So far, no modification is required in the analysis 
which I have previously expounded. 

The additional factor, previously overlooked, to which 
Prof. Ohlin’s emphasis on the ex-ante character of investment 
decisions has directed attention, is the following. 

During the interregnum—and during that period only— 
between the date when the entrepreneur arranges his finance and 
the date when he actually makes his investment, there is an 
additional demand for liquidity without, as_yet, any additional 
supply of it necessarily arising. In order that the entrepreneur 
may feel himself sufficiently liquid to be able to embark on the 
transaction, someone else has to agree to become, for the time 
being at least, more unliquid than before. Prof. Ohlin seems to 
be suggesting that this supply of liquid finance is forthcoming 
from those individuals who have the intention to save at some 
future date. But if so, how do they do it? They must deplete 
their cash balances, overdraw their accounts, or take up securities 
to be paid by instalments over the whole period of the investment. 
Now, I readily admit that the intention to save may sometimes 
affect the willingness to become unliquid meanwhile. This factor 
should certainly be included in the list of motives affecting the 
state of liquidity-preferences (it is not emphasised sufficiently by 
merely referring to the amount of expected future income). But 
it is only one amongst many, and, in practice (I should have 
thought), one of the least important. Even in what might seem 
at first sight a plausible case for ex-ante saving—namely, where a 
man causes a house to be built for himself through a building 
society to which he mortgages his future savings for repayment, 
it is not his promise which provides the builder with the finance 
he requires, but the deposits which the building society (sup- 
ported, no doubt, by its member’s promise to repay) collects by 
the offer of a suitable rate of interest from the general pool of 
liquid resources, provided out of existing cash which its owner 
can spare or out of new cash provided by the banks. The ex-ante 
saver has no cash, but it is cash which the ex-ante investor 
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requires. On the contrary, the finance required during the 
interregnum between the intention to invest and its achievement 
is mainly supplied by specialists, in particular by the banks, 
which organise and manage a revolving fund of liquid finance. 

For “finance ”’ is essentially a revolving fund. It employs 
no savings. It is, for the community as a whole, only a book- 
keeping transaction. As soon as it is “used” in the sense of 
being expended, the lack of liquidity is automatically made good 
and the readiness to become temporarily unliquid is available to 
be used over again. Finance covering the interregnum is, to use 
a phrase employed by bankers in a more limited context, neces- 
sarily “‘self-liquidating ” for the community taken as a whole 
at the end of the interim period. 

In a simplified schematism, designed to elucidate the essence 
of what is happening, but one which is, in fact, substantially 
representative of real life, one would assume that “ finance ”’ is 
wholly supplied during the interregnum by the banks; and this 
is the explanation of why their policy is so important in deter- 
mining the pace at which new investment can proceed. Dr. 
Herbert Bab has suggested to me that one could regard the rate 
of interest as being determined by the interplay of the terms on 
which the public desires to become more or less liquid and those 
on which the banking system is ready to become more or less 
unliquid. This is, I think, an illuminating way of expressing the 
liquidity-theory of the rate of interest ; but particularly so within 
the field of ‘ finance.” 

I return to the point that finance is a revolving fund. In the 
main the flow of new finance required by current ex-ante invest- 
ment is provided by the finance released by current ex-post 
investment. When the flow of investment is at a steady rate, so 
that the flow of ex-ante investment is equal to the flow of ex-post 
investment, the whole of it can be provided in this way without 
any change in the liquidity position. But when the rate of invest- 
ment is changing in the sense that the current rate of ex-ante 
investment is not equal to the current rate of ex-post invest- 
ment, the question needs further consideration. 

Even if there was a tendency for ex-ante saving to change in 
the same direction, and at the same time as ex-ante investment, 
this—as we have pointed out—would only solve the difficulty in 
so far as the ex-ante savers were prepared to deplete their existing 
cash by the amount of their prospective saving; and, though 
ex-ante saving may have some favourable influence on current 
liquidity-preferences, it would seem out of the question that it 
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can have a decisive influence. At any rate, it is only through its 
influence on current liquidity-preferences that ex-ante saving can 
come into the picture. 

Now, an important conclusion follows from all this, attention 
to which may help to bridge the gulf, at any rate between myself 
and Prof. Ohlin, and perhaps between myself and those who 
attach to changes in the amount of bank loans a decisive influence 
on the rate of interest. 

It follows that, if the liquidity-preferences of the public 
(as distinct from the entrepreneurial investors) and of the banks 
are unchanged, an excess in the finance required by current 
ex-ante output (it is not necessary to write “investment,” since 
the same is true of any output which has to be planned ahead) 
over the finance released by current ex-post output will lead to a 
rise in the rate of interest; and a decrease will lead to a fall. I 
should not have previously overlooked this point, since it is the 
coping-stone of the liquidity theory of the rate of interest. I 
allowed, it is true, for the effect of an increase in actual activity on 
the demand for money. But I did not allow for the effect of an 
increase in planned activity, which is superimposed on the former, 
and may sometimes be the more important of the two, because 
the cash which it requires may be turned over so much more 
slowly. Just as an increase in actual activity must (as I have 
always explained) raise the rate of interest unless either the banks 
or the rest of the public become more willing to release cash, so 
(as I now add) an increase in planned activity must have a similar, 
superimposed influence. 

But this only serves to buttress the liquidity-theory of interest 
against the savings-theory of interest, whether ex-post or ex-ante. 
The fact that savings ex-post increase by the same amount as 
investments ex-post does not help the sitvation in the least. 
The higher scale of planned activity increas, so long as it lasts, 
the demand for liquidity altogether irrespeciive of the scale of 
saving. Exactly the same is true whether the planned activity 
by the entrepreneur or the planned expenditure by the public is 
directed towards investment or towards consumption. How 
would Prof. Ohlin deal with that point? Would he say that the 
finance required by the increase in planned activity to produce 
consumers’ goods is supplied by ex-ante consumption? He 
ought to. For consumption is just as effective in liquidating the 

1 This adds no support to the bank-loans theory of interest which remains 


only half-a-theory, inasmuch as it allows for changes in the supply of money 
but not for changes in the liquidity-preferences of the lending public. 














668 THE ECONOMIC JOURNAL [DEo. 


short-term finance as saving is. There is no difference between 
the two. If the entrepreneur gets wind of ex-ante consumption 
in the mind of the consumer, he is not only just as safe to get 
liquid and pay off his bank in due course as where there is ex-ante 
saving, but indeed much safer—for there is no risk that the 
consumption, when it matures, will take the form of an enhanced 
desire for cash. The only advantage of ex-ante saving over 
ex-ante consumption is in its possible effect on the current 
liquidity-preference of the individual. 

The demand for liquidity can be divided between what we 
may call the active demand which depends on the actual and 
planned scales of activity, and the inactive demand which depends 
on the state of confidence of the inactive holder of claims and 
assets; whilst the supply depends on the terms on which the 
banks are prepared to become more or less liquid. In a given 
state of expectation both the active and the passive demands 
depend on the rate of interest. So sometimes does the supply ; 
but not necessarily, for the banking system may aim at the 
quantitative regulation of money without much regard to the 
rate. In any case, given the state of expectation of the public 
and the policy of the banks, the rate of interest is that rate at 
which the demand and supply of liquid resources are balanced. 
Saving does not come into the picture at all. Completed activity, 
whether the proceeds of it are invested or consumed, is self- 
liquidating and makes no further net demands on the supply 
of liquid resources (except, indirectly and in the long run, to 
the extent that the inactive demand for liquidity partly depends 
on the aggregate of wealth). 

The point remains, however, that the transition from a 
lower to a higher scale of activity involves an increased demand 
for liquid resources which cannot be met without a rise in the rate 
of interest, unless the banks are ready to lend more cash or the 
rest of the public to release more cash at the existing rate of 
interest. If there is no change in the liquidity position, the public 
can save ex-ante and ex-post and ex-anything-else until they are 
blue in the face, without alleviating the problem in the least— 
unless, indeed, the result of their efforts is to lower the scale of 
activity to what it was before. 

This means that, in general, the banks hold the key position 
in the transition from a lower to a higher scale of activity. If 
they refuse to relax, the growing congestion of the short-term 
loan market or of the new issue market, as the case may be, will 
inhibit the improvement, no matter how thrifty the public purpose 
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to be out of their future incomes. On the other hand, there will 
always be exactly enough ex-post saving to take up the ex-post 
investment and so release the finance which the latter had been 
previously employing. The investment market can become 
congested through shortage of cash. It can never become 
congested through shortage of saving. This is the most funda- 
mental of my conclusions within this field. 

An obiter dictum arising out of the above is worth mentioning, 
which may help to illustrate the nature of the argument. In 
Great Britain the banks pay great attention to the amount of 
their outstanding loans and deposits, but not to the amount of 
their customers’ unused overdraft facilities. The aggregate 
amount of the latter is not known, probably not even to the 
banks themselves, nor their division between the purely pre- 
cautionary facilities which are not likely to be used in the near 
future and those which are associated with an impending planned 
activity. Now, this is an ideal system for mitigating the effects 
on the banking system of an increased demand for ex-ante 
finance. For it means that there is no effective pressure on the 
resources of the banking system until the finance is actually used, 
i.e. until the phase of planned activity has passed over into the 
phase of actual activity. Thus to the extent that the overdraft 
system is employed and unused overdrafts ignored by the banking 
system, there is no superimposed pressure resulting from planned 
activity over and above the pressure resulting from actual 
activity. In this event the transition from a lower to a higher scale 
of activity may be accomplished with less pressure on the demand 


for liquidity and the rate of interest. 
J. M. Keynes 
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THE LEAGUE OF NATIONS ENQUIRY INTO THE TRADE 
CYCLE 1 


Mr. Lovepay opens his Preface to this book by stating that 
it “ has its origin in a resolution adopted by the Assembly of the 
League of Nations in September 1930 by which it was decided that 
an attempt should be made to co-ordinate the analytical work then 
being done on the problem of the recurrence of periods of economic 
depression.”’ Part I consists of Professor Haberler’s analysis of 
existing theories of the business cycle. Part II is in the nature of 
a synthesis, as Professor Haberler modestly terms it, and represents 
the effect on Professor Haberler’s mind of the thought that he 
has devoted to the work of others. This is the portion of the book 
which will naturally arouse most interest. 

But those who favour comparative dissections of the kind 
to which the earlier portion is devoted will find the work done to 
their liking. The task is a most intricate one, but the tangled 
skein is unravelled with great skill and with commendable 
patience. Professor Haberler enjoys the kindliest of disposi- 
tions, and theories which he subjects to the most devastating 
criticism do not thereby lose for him their interest or their 
usefulness. Every dog has its day, and Professor Haberler would 
like to allow to each economist a point on the trade cycle at which 
his views might be deemed correct. Thus the theories which 
have emanated from his native Vienna are met by Professor 
Haberler with objections which appear decisive, but his natural 
sympathies are equal to the strain. The strain is eased by 
opposing to these “ over-investment theories’ less reputable 
*‘ under-consumption theories.” According to the former, the 
break of the boom is caused by a shortage of savings, resulting in 
a decline in investment; according to the latter, it is an excess of 
saving which is the cause of the trouble. Professor Haberler 
has no difficulty in demonstrating which of these two views is the 
more plausible. ‘There is no evidence for the assumption 
that the rate of saving rises at the end of the boom and so creates 
serious difficulties ” (p. 119). But should it not have occurred to 
Professor Haberler that the term “‘ over-saving ”’ must be inter- 


1 Prosperity and Depression: A Theoretical Analysis of Cyclical Movements. 
By Gottfried von Haberler. Geneva: League of Nations; London: Allen & 
Unwin, 1937. Pp. xv + 363, 7s. 6d, 
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preted in a relative sense? A propensity to save which is com- 
patible with good employment so long as investment is running . 
at a high level may prove excessive once investment begins to 
decline. 

It is, of course, inevitable that a book of this nature should 
pay more attention to the work of some than to the work of others. 
Many will regret that more space is not devoted to the recent work 
of Scandinavian economists. The question of dates must not be 
overlooked. The date of publication is June 1937, but “ the 
manuscript of Part I of this book was substantially completed by 
December 1935; that of Part II, by May 1936. An attempt has, 
however, been made to refer, at least in footnotes, to some of the 
important publications which have appeared after the completion 
of the relevant parts of the manuscript” (p. 2). It is pertinent 
to observe that Mr. Keynes’ General Theory of Employment (not 
Unemployment, as Professor Haberler is inclined to put it), 
Interest and Money was published in February 1936. References 
to it are necessarily desultory (apart from a belated attempt to 
make amends in the chapter on “ Psychological Theories,” which 
is presumably of more recent vintage). 

There is, however, one fundamental difficulty running through- 
out this book, where the question of dates gives no help. We are 
informed that “the terms ‘ savings ’ and ‘ investment ’ are used 
here in the ordinary meaning of the two words ”’ (p. 116 note). 
If “‘ sums saved are used to liquidate bank credit or are accumu- 
lated and hoarded in the shape of cash or idle deposits ”’ (p. 116), 
there is an excess of saving over investment. This view is adhered 
to throughout, and much of the exposition is dependent on its 
validity. It does not, however, bear examination. If bank 
credit is liquidated, bank deposits must be reduced to an equal 
extent; and the “dishoarding’”’ of those whose deposits are 
reduced (who to that extent lend in excess of what they are saving) 
balances the saving which is used to liquidate bank credit. If 
idle deposits are accumulated, they must, with a constant quantity 
of money, come from others, whose “ dishoarding ” balances the 
‘hoarding ” of those who accumulate their savings in the shape 
of idle deposits. There is no possibility here of “‘ savings running 
to waste.” Nor can an “ excess of investment over saving ”’ be 
substantiated. Professor Haberler was aware of this difficulty, 
as is shown by his controversy with Mr. Harrod, published in 
Economica in February 1935, while it is no serious breach of 
confidence to reveal that the point was raised by some of those 


economists to whom, as Mr. Loveday mentions in his Preface, a 
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first draft of Part I was sent for their comments and criticisms. 
But nowhere is the difficulty fairly faced ; it is simply brushed on 
one side. ‘‘ Mr. Keynes’ objections,” to the doctrine of ‘‘ forced 
saving,” ‘‘ are purely verbal ”’ (p. 40 note). ‘‘ We do not propose 
to reproduce in great detail these terminological discussions ” 
(p. 197). It is unfortunate that the author has made so little 
attempt to deal with a difficulty which must prevent many of his 
readers from attaching any very definite meaning to the views 
which he is putting forward. 


In his Synthetic Exposition, Professor Haberler remains true 
to Quantity Theory tradition, and those economists who attach 
less importance to tradition than he does can claim for their own 
work no part in his synthesis. ‘‘M V, which is in another aspect 
the total demand for goods ”’ (p. 254), bears the brunt of the 
argument. In the very first illustration—that of the effect of an 
expansion in investment—it is assumed, without any explanation, 
“that the necessary sums are raised in such a way as to bring 
about an increase in the effective circulation of money ” (p. 187). 
In dealing with a process of contraction, “we have now to answer 
the questions: At what point does the money leak out of the 
circulation? Where is it held up? Who hoards it? In what 
shape is the money hoarded? How is it destroyed?” (p. 229). 
The reason why a reduction in the output of capital goods affects 
the demand for consumption goods is because it brings about a 
shrinkage in the demand for investible funds and so a reduction 
in M V (p. 243). 

There is no room in this analysis for the simple-minded view 
that when bricklayers are thrown out of work because the demand 
for houses is, becoming saturated, they buy fewer shirts, thus 
causing unemployment among shirtmakers. Professor Haberler’s 
route is an heroic one, and it is not here possible to attempt a full 
description of its course. Certain features may be selected for 
comment. 

In the first place, it should be stated that Professor Haberler 
is not one of those who shamefacedly justify their love for the 
Quantity Theory by asserting that it is merely the liquidity theory 
of the rate of interest smelling as sweet under a different name. 
Professor Haberler’s opinion of liquidity preference is quite 
unqualified : ‘‘ It does not seem that such generalisations can add 
much to what is revealed by a detailed analysis such as has been 
attempted in the previous pages” (p. 239). In this detailed 
analysis the rate of interest has, of course, its part to play, but 
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when, as a result of “ the pursuit of liquidity,” the ‘‘ demand for 
goods shrinks ”’ (p. 233), it is the direct effect on purchasing power 
of any leakage of money out of circulation (whether due to hoard- 
ing or to credit restriction) which the author has in mind, and not 
merely the indirect effects which may be attributed to a rise in 
the rate of interest. When ‘ money is withdrawn from circula- 
tion . . . the demand for goods falls off at some point ”’ (p. 231). 
Whose demand it is that falls off, and why, we are not told; 
and no attention is paid to the possibility that the size of the 
active circulation is determined by, rather than determines, the 
level of output and of prices. Again, the effect of an all-round 
reduction of money wages in increasing employment does not 
rest on a fall in the rate of interest (p. 299). 


The fall in money wages and prices reduces the volume 
of work which money has to perform in facilitating the ex- 
change of goods and services in the different stages of pro- 
duction. Money is set free in this line of its- employment, 
and becomes available for hoarding. Part passu with the 
fall in prices, existing money hoards rise in real value and, 
sooner or later, the point will be reached where even the most 
cautious individuals will find an irresistible temptation to 
stop hoarding and to dishoard. 


It is this dishoarding which accounts for the increase in 
employment. 

Professor Haberler’s view of the effect of saving upon invest- 
ment marks a refreshing break-away from the lines of current 
controversy (though whose views it is that he is here synthesising 
it would not be easy to say). As he points out, some economists 
take the view that ‘“‘ saving has no immediate effect on investment 
and that its ultimate effect, owing to the deflation which it 
induces, is to diminish the incentive to invest. Others assume 
that in normal conditions saving will give rise to an equivalent 
amount of investment” (p. 215). Dr. Haberler surmises that 
“the truth probably lies somewhere between these extremes.” 
It is just as well that he does not point out in this context (as he 
has pointed out on p. 38) that the “ classical ” view, as usually put 
forward, is that saving lowers the rate of interest and that this is 
why investment ensues. For his own view is entirely contrary. 
In the case where savers “ seek to invest all their savings,” the 
net effect will be deflationary to the extent that the rate of interest 
falls, the reason being that the fall in the rate of interest, brought 
about by the saving, promotes hoarding. 

Professor Haberler ingeniously resuscitates the classical theory 
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of the rate of interest. It is determined by the point of inter- 
section of the customary demand curve for savings with a new 
supply curve of ‘“ investible funds,” which is the sum of savings, 
new creations of money, and dishoarding. If this construction is 
to be taken seriously, it means that the actual rate of interest can 
differ from the “ natural rate ” (as determined by the supply of, 
and demand for, savings) only at a time when the quantity of 
money is actually in process of being altered or when hoarding or 
dishoarding is actually taking place. It is not clear how far this 
conclusion is recognised—how far, for instance, the author really 
means that for money to be kept “ artificially cheap ”’ by banking 
measures it is not sufficient to have an abnormally large quantity 
of money; that the banks must be constantly increasing the 
quantity of money if the rate of interest is not to resume its 
“natural”’ level. There is here some danger that the careless 
reader will be led into confusing stocks with flows, while the pains- 
taking reader must inevitably experience some bewilderment. 
The shape of the supply curve of investible funds depends, first 
of all, on how saving reacts to a change in the rate of interest. 
Here, of course, we are concerned with a flow, measured as so 
much per unit of time. When, however, we come to the 
“‘ inflationary ”’ sources of investible funds, we are told that the 
elasticity of supply depends on “ how far the banks are willing 
at any moment to vary the supply of investible funds in the face 
of variations in . . . the rate of interest which they can obtain ” 
(p. 200), and that “ the higher the rate of interest the greater the 
temptation to dishoard.” But surely the only possible functional 
relationship is between the rate of interest, on the one hand, and, 
on the other hand, the total stock of money and the total amount 
of hoarding, not the rates per unit of time at which these two 
quantities are at any moment altering? That Professor Haberler 
would answer this rhetorical question in the affirmative, at any 
rate in regard to hoards, is suggested by his statement that “ all 
the considerations which have been put forward in recent times 
under the head of ‘liquidity preferences,’ ‘liquidity motives’ and 
‘ propensity to hoard or dishoard ’ and the like are relevant here ”’ ; 
for Professor Haberler would of course recognise that liquidity 
preference relates the total stock of money to the rate of interest. 
There is a difficulty here, but perhaps it lies with the propensity 
to synthesise. 

It has already been found necessary to criticise the author on 
account of his cavalier treatment of the question of the equality 
of saving and investment. That criticism must now be qualified. 
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On p. 197 the reader is suddenly asked to revise his concept of 
saving, so as to bring it in line with the fact that “ in the real world, 
income earned is distributed, not continuously, but periodically.” 
The exact nature of this demand, for which the reader is quite 
unprepared (except by a somewhat mysterious footnote on p. 33), 
is not made abundantly clear, but it can probably be described as 
follows : Let us suppose, for simplicity, that all earnings are dis- 
bursed weekly. Then this week’s saving is to be defined as the 
excess of last week’s earnings over this week’s consumption. It 
follows that investment exceeds saving, thus defined, by the excess 
of this week’s earnings over last week’s. So much can be freely 
granted. What is questionable, on the other hand, is Professor 
Haberler’s assertion, which is fundamental to his treatment, that 
this ‘‘ excess must be financed out of inflationary sources ”’ (hoards 
and credit expansion). For funds due to wage-earners which lie 
in the hands of business men are available for investment just as 
much as any other kind of saving : until Saturday night arrives 
they must have a home. It is true that, following the lead of 
Mr. Robertson (to whose views on this matter, curiously enough, 
no space is devoted in the earlier portion of this volume), Professor 
Haberler is here putting forward a definition of saving which, on 
certain drastic assumptions, is such (though Professor Haberler 
omits to say so) as to make the difference between saving and 
investment equal to the change in the quantity of active balances. 
It is also true that this change, in so far as it does not happen to 
be met by a change in the total quantity of money (bank credit), 
must involve an equal and opposite change in inactive balances 
(hoards?). But it is hard to see what is to be gained by dubbing 
as “inflationary ’’ any increase in active balances, no matter 
what the cause of the expansion in money income which gives rise 
to it. It will be convenient, however, for the sake of argument, 
to ignore this over-riding difficulty and to attend to certain other 
perplexities, which Professor Haberler does little to resolve. 

(a) According to this new account of the matter, monetary 
disturbances can operate only so long as the value of output is in 
process of altering. Thus at the top of the boom and at the bottom 
of the slump, when money income is neither increasing nor 
diminishing, the supply of investible funds coincides with total 
saving, which in its turn is equal to total investment, and the rate 
of interest is at its ‘‘ natural” level. If this is a correct account of 
the matter, it might have been worth while stating as much. 
Moreover, it would have rendered “the fact that the production 
of producers’ goods fluctuates much more violently than the 
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production of consumers’ goods ”’ a more “ self-evident feature ” 
of the trade cycle than Professor Haberler chooses to regard it 
(p. 181). Legitimately confining himself to a comparison of the 
top of the boom with the bottom of the slump, he might have 
satisfied himself with pointing out that in these two positions, at 
any rate, saving is equal to investment, and that, for obvious 
psychological reasons, consumption fluctuates proportionately 
less than does income, and therefore less than does saving. 

(6) It would now appear to be the case that in the author’s 
view credit expansion (“inflation”) can supplement the flow of 
saving, in such a way as to lower the rate of interest, only at a time 
when money income has already started increasing, so that this 
weeks’ income exceeds last week’s. But before a fall in the rate 
of interest, engineered by the banks, can start money incomes 
increasing, some time, if only a few seconds, must necessarily 
elapse. It therefore follows that it is not possible for the banks, 
by increasing the quantity of money, to lower the rate of interest 
below its “‘ natural” level. This conclusion, if correct, is impor- 
tant, but it is not discussed by Professor Haberler. (It would 
also follow, conversely, that whenever money income is increasing, 
no matter for what reason, the rate of interest is depressed below 
its “‘ natural ’’ level.) 

(c) We are now asked to believe that the possibility of 
monetary dislocation arises because earnings are distributed 
at discrete intervals. It would appear a simple corollary that the 
extent of such dislocation will diminish as the frequency of wage- 
payment increases, the rate of inflation or deflation being equal to 
the rate of change of a ‘“‘ week’s ” earnings, where a “‘ week ”’ is 
the interval that elapses between one disbursement and the next. 
Yet Professor Haberler has missed the opportunity of advocating, 
with the authority of the League of Nations behind him, a shorten- 
ing of the ‘“‘ week ’’—so far as possible daily, or even more fre- 
quent, disbursements of earnings—as the most certain means of 
ensuring monetary stability. 

These reflections need not, however, disturb the reader. 
The new definition of saving, introduced so dramatically on 
p. 197, seems to be forgotten after p. 198 (but for an echo on 
p. 212). These two pages have the nature of an interlude, which 
appears to have little bearing on the argument either of the 
preceding or of the ensuing portions of the book. For instance, it 
follows at once from the interpellated definition that a change of 
investment will always be accompanied by a change of saving 
(due to the change in incomes), which will fall short of the change 
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of investment by the rate at which ‘“ weekly ” earnings are 
currently altering. But on p. 202 we have to be satisfied with the 
statement that at a time of expansion it ““ would seem very un- 
likely” that “the flow of current savings” will “rise to an 
extent sufficient to satisfy the growing demand ”’; while on p. 227 
the fall in the supply of investible funds at a time of contraction is 
ascribed, not to the fall in saving consequent upon the decline in 
incomes, but to caution and pessimism. 

Such difficulties as these are inevitable in the case of any 
reader who is unsympathetic to the author’s basic ideology. 
But the most hostile of critics would have to admit that the 
difficulties are a by-product of the high level of ingenuity which is 
sustained throughout the work, and which will not fail to impress 
those to whom Professor Haberler’s habits of thought are con- 
genial. It must not, however, be supposed that common sense is 
always sacrificed at the expense of ingenuity. Maladjustments in 
the vertical structure of production play but a small part in this 
theory of the crisis. Proceeding rather along a path where Mr. 
Harrod has recently trod, Professor Haberler attaches great 
importance to the version of the principle of acceleration according 
to which investment must decline as soon as consumption ceases 
to expand. 

There is a fundamental question which Professor Haberler 
would address to those who put forward theories of the crisis : 
Is it an increase or a decrease of saving which would stave the 
crisis off? When the time comes for addressing this question 
to himself, he delivers his reply with praiseworthy candour : 
It all depends (p. 268). 

If in the capital-goods industries which lose part of their 
market . . . capacity can be comparatively easily adapted 
to produce other capital goods, an increase in saving will be 
conducive to re-establishing equilibrium, because it will 
enable various industries to adopt more capitalistic methods 
of production—that is, to increase their demand for capital 
goods without complementary resources being available. On 
the other hand, it may be that an adaptation to the produc- 
tion of some sort of consumers’ goods can be more easily 
achieved. In that case, less saving will be better calculated 
quickly to restore full employment. 


Professor Haberler has no hints to offer the League of Nations 
as to how their Economic Intelligence Service might, in any 
particular case, ascertain which of the two alternatives was 
appropriate. Indeed, the League’s members may well complain 
that this volume, produced under the League’s auspices, offers 
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little help in the practical problems which beset them. Are 
public works a good thing? It may be conjectured that Professor 
Haberler would be reluctant to recommend public works immedi- 
ately after the break of the boom; but the conjecture may or may 
not be correct. Once the depression is well under way, the 
nations of the world must rest content with the following statement 


(p. 281) : 


It is by no means easy (though it is not impossible) to 
find methods of raising the necessary funds, apart from an 
alarming expansion of central-bank money, without giving 
rise at the same time or later to a decrease in the flow of 
money at some other point of the economic system. 

This much may be said at this point—that, if a net 
increase in demand for goods is effected by such measures, 
and if disturbing psychological repercussions on business 
enterprise are avoided, such a policy may very well initiate a 
process of general expansion. 


The expansion of credit required, according to Professor 
Haberler, to render expansionist measures effective is at the worst, 
it may be conjectured, equal in amount to the increase in the 
active balances which, if the measures are successful, the improve- 
ment in trade activity necessitates. This is a once-and-for-all 
expansion, and not cumulative. Why it should involve “an 
alarming expansion of central-bank money ” is not at all clear, 
for any “ natural ’’ process of recovery will, according to Professor 
Haberler’s way: of thinking, involve the same expansion (unless 
accompanied by a fall in money costs). But let us grant that a 
government, anxious to avoid “ disturbing psychological reper- 
cussions,” finances its public works programme by a loan sub- 
scribed to by the public, and not by the banks. We are entitled 
to ask the author whether such a scheme will do any good. The 
answer is that, provided that the financing is arranged in accord- 
ance with certain methods, which “it is by no means easy (though 
it is not impossible) to find,” good will result ; but as to what these 
methods are, and how they are to be distinguished from less 
satisfactory methods, we are given no clue. 

This omission denotes a major defect in this book, from the 
point of view of those who seek advice on matters of practical 
policy. It is bound up with the author’s prepossession with 
“ hoarding,” and with his failure to pay adequate attention to the 
role of the rate of interest. The difference between the effects of 
a public works policy financed by the banking system and of a 
public works policy financed by the public is a difference in the 
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behaviour of the rate of interest. Until the rate of interest is 
brought into the picture, and some attempt is made to assess 
quantitatively its relationship with investment, the discussion 
can be taken no further. 

This work represents a first stage in the enquiry which is being 
conducted by the Economic Intelligence Service of the Secretariat 
of the League of Nations. The next step is to confront the various 
theories with historical facts. The results will be awaited with 
great interest, but it is to be hoped that the Secretariat will not 
regard their terms of reference as confining them within the same 
narrow bounds as those which Professor Haberler has set himself. 

R. F. Kaun 
King’s College, 
Cambridge. 








PRICE RATIOS IN RECENT IRISH AGRICULTURAL 
EXPERIENCE 


In an important passage in the Wealth of Nations, Book I, 
Ch. XI, Pt. III, Adam Smith discusses the relation between the 
prices of cattle and of corn, and the circumstances which must 
exist in order that cattle should be pastured on improved land, 
or fed from the products of arable cultivation. With the growth 
of population and civilisation, the quantity of butcher’s meat 
which a country produces ‘“ without labour or cultivation ”’ is 
diminished, and its price must gradually rise (relatively to corn) 
‘till it gets so high that it becomes as profitable to employ the 
most fertile and best cultivated lands in raising food for cattle 
as in raising corn.” Until cattle reach this necessary price it is 
“impossible that the greater part of even those lands which are 
capable of the highest cultivation can be completely cultivated.” 
For cattle are a pivotal element in all forms of intensive pastoral 
or arable husbandry. The quantity of well-cultivated land 
“‘ must be in proportion to the quantity of manure which the farm 
itself produces,” and this manure is distributed either by pasturing 
the cattle on the land, or by carrying it from the stable where 
they are stall-fed. But unless the price of cattle be sufficient to 
pay both the rent and profit of cultivated land, the farmer cannot 
afford to pasture them upon it, and “he can still less afford to 
feed them in the stable.’”’ Cattle cannot profitably be kept for 
the sake of their manure alone, and a certain relation must exist 
between the prices of cattle and corn if any continuous improve- 
ment of arable and pastoral land is to take place. 

Adam Smith then illustrates by showing that the restricted 
market for cattle in pre-Union Scotland kept cattle cheap and 
delayed agricultural improvement. ‘Of all the commercial 
advantages which Scotland has derived from the Union with 
England, this rise in the price of cattle is perhaps the greatest.” 

Similar considerations apply to the keeping of poultry and 
pigs. On any farm it will pay to keep a certain number of these 
useful birds and animals, because they will forage a living for 
themselves out of the offal of the farmer’s table and the by- 
products of his farmyard. But there can be no systematic 
increase in the size of such flocks and herds until the price of 
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eggs, poultry, and pig products, relative to corn, rises to such a 
level that it becomes profitable to feed them on the produce of 
cultivated land. 

The commercial and agricultural history of post-Union 
Scotland illustrates the favourable operation of these factors. It 
is possible to illustrate their operation, favourable and otherwise, 
if we examine the appropriate statistics of the area now known 
as the Irish Free State. 

It takes seven pounds of cereal products to produce by stall- 
feeding one pound of beef, dead weight, or four pounds to produce 
one pound of beef, live weight. Oats may be taken as typical in 
price of the cereal products used to produce beef, and in fact oats 
form an important part of the ration on farms where cattle are 
stall-fed. Consequently a formula for the percentage relation 
between the price of oats and the price of beef (dead weight) will 
be given if we multiply the quoted price of oats by seven, divide 
this by the quoted price of beef (dead weight), and multiply the 
result by one hundred. 

In the following table the prices down to 1920 are taken from 
the Agricultural Prices (Ireland) Return dated June 9, 1921, and 
refer to decennial and quinquennial average prices for all Ireland. 
The ratios shown for subsequent years are, in one case, based on 
a quinquennial average price, and in all other cases annual average 
prices, relating to the present Irish Free State area, and are 
taken from the Saorstat Statistical Abstract of 1933. The figures 
for acreage under oats relate to individual years and are taken 
from Agricultural Statistics, 1847-1926 and Agricultural Statistics, 
1927-33. The figures for more recent years are taken from the 
Irish Trade Journal. 

The first thing that strikes one about this table is the extra- 
ordinary stability of the ratio between 1891 and 1929, a stability 
which was scarcely broken even by the years of the Great War. 
Doubtless the use of decennial or quinquennial instead of annual 
averages in the period before 1925 adds to the appearance of 
stability. The annual fluctuations in the prices of oats and beef 
were on a modest scale. The maximum annual price of oats in 
the period 1881-90 was 74d. per cwt. above the decennial mean 
of 5s. 84d., and the minimum annual price 93d. below it. In the 
next decade the maximum was Is. 0}d. above the mean price of 
5s. 73d. and the minimum 10d. below it. In the next decade the 
maximum was 53d. above and the minimum 43d. below. 

The maximum price of beef (dead weight) was 8s. 7d. per cwt. 
above the mean of £2 18s. 6d. for the period 1881-90, and the 
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TABLE I. 
Ratio of Cattle 2 
Price of i Annual Average | Years Old 
Years. — pa Years. ats Price _ and _ 
Tice Oo: per cwt. wards 
Beef. (thousands). (thousands), 
s. da. 
Decennial 1881-90 67:8 1881 947 6 3} 812 
Average . | 1891-1900 74-1 1891 812 6 8} 869 
i - | 1901-10 71:8 1901 723 5 94 947 
Quinquennial 1911-15 754 1911 702 6 23 1,008 
Average - | 1912-16 79-4 1916 726 ll 3 1,019 
~ - | 1913-17 79-4 1917 1,039 15 2 999 
e . | 1920-24 77-4 1918 1,129 16 5 1,031 
Annual Average 1925 74:9 1925 671 (white) 9 5 1,117 
ee ee 
a 1928 77-3 1928 649 os 8 10 901 
st 1929 70-0 1929 663 5s 7 9 924 
i 1930 60-4 1930 644 ie OD 892 
a 1931 73:3 1931 623 i . © 856 
a 1932 88-5 1932 632 Me 828 
Ke 1933 84-5 1933 635 ea 5 4 878 
S 1934 139-5 1934 583 Cm 832 
i e 1935 124-0 1935 614 pad 6 7 839 
5 x 1936 126-1 1936 559 me 7 3 729 
(March) . ; 1937 127-0 























minimum 8s. 43d. below it. In the next decade the mean was 
£2 13s. 6d. and the maximum price exceeded it by 3s. 6}d., while 
the minimum fell below it by 2s. 74d. In the decade 1901-10 
the mean was £2 16s. Id. The maximum exceeded it by 4s. and 
the minimum fell below it by 2s. 10}d. Thus the amplitude of 
fluctuations tended to diminish in the case of both oats and beef 
in the third decade, and there seems every reason to regard these 
decades as a period of stability of price-relationships annually as 
well as decennially. 

If we take the years of maximum and minimum oats and 
beef prices in each decade, the ratio works out as follows : 


Maximum Oats Price. Minimum Oats Price. 
1881. : . 69-1 1887 . ‘ - 681 
1891. : . 856 1895. ‘ . 62-0 
1907. p . 22 1903. ‘. . 67-2 

Maximum Beef Price. Minimum Beef Price. 
1883. . . 64:8 1887 . ‘ . 681 
1900 . ‘ - 66-4 1898 . ‘ . 716 
1910. : - 643 1906. s . Zl 


Evidently the remarkably low ratio of 1881-90 was dis- 
couraging to the domestic cultivation of oats, while it helped to 
bring about a substantial increase in the number of dry cattle 
two years old and upwards. Between 1881 and 1911 the number 
of these increased from 812,000 to 1,008,000, and the acreage 
under oats diminished from 947,000 to 702,000. In our case the 
relationship established between the price of cattle and the price 
of oats, while it favoured the expansion of cattle husbandry, was 
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destructive of tillage, and on a superficial view did not appear 
to encourage the improvement and cultivation of land with a 
view to the acquisition of cattle feed. However, the yield per 
acre went up as the acreage under oats went down. The quin- 
quennial average was 17-5 cwt. per acre in 1907-11 as against 
13-1 cwt. in 1877-81 (Agricultural Statistics, 1847-1926, p. 8). 
In fact the quinquennial average production of all food crops, 
inclusive and exclusive of hay, in terms of “ starch tons ” steadily 
increased after 1881 and the trend was only interrupted during 
the years affected by the Great War. The upward trend began 
again about 1925, and it will be interesting to observe the 
behaviour of the curve indicating this trend after 1932, when it 
becomes officially available. The area of ploughed land dimin- 
ished by 591,000 acres between 1881 and 1911, but this fact, 
taken in conjunction with the facts already mentioned, is really 
an index of increasing agricultural efficiency. We were getting 
a larger output of all food crops and products.from pastoral and 
arable husbandry combined with a smaller expenditure of effort. 

On further examination of Table I it would appear that a 
ratio of between 70 and 80 per cent. was in those years consistent 
with the profitable cultivation of a stable acreage of oats and the 
maintenance of a ‘“‘ population ” of dry cattle two years old and 
upwards varying from 900,000 to 1,100,000. In 1932 the ratio 
shot up to 88-5. It came down again to 84-5 because the price 
of oats collapsed to 5s. 4d. per cwt. in 1933. Arrangements were 
made to prop up the internal price of oats, while cattle continued 
to be exposed nearly to the full rigour of the ““ Economic War ” 
after 1932. Hence the ratio of 139-5, 124-0 and 126-1 for the 
years 1934, 1935 and 1936. At this ratio it was quite impossible 
to cultivate arable land as a means of supplying feed for cattle. 
Fat cattle fell to less than 20s. per cwt., live weight, in 1934, about 
2d. a pound. Taking the 1934 price of oats as typical, it would 
require nearly 3-3d. worth of feed to produce 2d. worth of beef. 
Consequently we are not surprised to observe a decline in the 
number of dry cattle two years old and upwards to a level in 
1936 below that of 1881. As it no longer pays to grow oats for 
cattle feed, the present artificially maintained price of oats can 
only be sustained by a rigorous restriction on the import of similar 
agricultural raw materials such as maize. A bounty policy 
designed to maintain at all costs the price of eggs has helped to 
maintain the number of poultry and the internal demand for 
the native oat crop, which otherwise would have shown signs of 
“ over-production,” but, in spite of all, the acreage under oats 
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declined substantially in 1936, and those farmers who can are 
abandoning oats in favour of wheat in order to secure the 
“ guaranteed price.”’ 

The ratio of feed cost to the price of eggs, based on the annual 
average price of eggs and the annual average price of maize meal 
and white oats combined, shows a greater degree of stability in 
the “Economic War” period, in consequence of the bounty 
policy already referred to. 

The same is true of the ratio of feed cost to the price of bacon 
pigs, based on the annual average price of maize meal and red bran 
combined. ‘These figures are contained in Tables II and III. 


TaBLeE II. 
Ratio of Feed Cost to Price of Eggs, Based on Annual Average 
Price of Eggs and Annual Average Price of Maize Meal and 
White Oats Combined. 





Poultry Population Poultry Population 














Year. Ratio. in Irish Free State in Northern Ireland 
(millions). (millions). 
1926 39-4 21-4 7-9 
1927 39-1 21-6 7-9 
1928 43-6 21-7 8-0 
1929 39-2 22-1 8-3 
1930 38-2 22-9 | 8-8 
1931 38-8 22-8 8-7 
1932 44-6 22-5 9-4 
1933 40-0 22-5 10-15 
1934 . 48-0 20-0 10:3 
1935 45-9 19-5 10:1 
1936 49-2 20-3 10-6 
TaBLe ITI. 


Ratio of Feed Cost to Price of Bacon Pigs, Live Weight, Based on 
Annual Average Price of Pigs and Annual Average Price of 
Maize Meal and Red Bran Combined. 








Year. Ratio “ i tn ogg 
1926 59-7 884 
1927 79-4 1,178 
1928 87-0 1,183 
1929 73-1 945 
1930 60-3 1,052 
1931 75-5 1,227 
1932 85-7 1,108 
1933 80-0 931 
1934 69-5 968 
1935 76-1 1,088 
1936 71:7 1,017 
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The figures showing poultry ‘“ population ” are added because 
there is an inverse relation between the ratio and poultry 
“population,” more visible over a series of years than from one 
year to another. The figures for Northern Ireland are included 
because they are not affected by abnormal circumstances. 

It seems legitimate to conclude from Tables II and III that, 
if the price of eggs and pigs had not been artificially raised to 
keep step with the price of dats, there would have been a large-scale 
reduction in the production of eggs and bacon, and the internal 
price of oats must have collapsed in spite of every artificial 
support. The area under the plough would have diminished by 
a large amount notwithstanding the official policy of encouraging 
tillage in preference to pasture. The circumstances of our 
agriculture have in fact compelled us to pay by way of export 
bounty the disputed moneys which we pretend to keep, because 
the political consequences of the alternative would be too terrible 
to contemplate. 

Thus Adam Smith’s contention is abundantly illustrated in 
the case of poultry and pigs as well as in the pre-‘‘ Economic 
War ” history of our cattle industry. The present position of 
the latter operates as a force which must cause a gradual but 
increasingly rapid decline of our national agriculture. For 
nothing can really take the place of cattle in our agricultural 
economy, and any sort of arable or pastoral husbandry in Ireland 
in which a profitable cattle industry is not a central feature is 
like Hamlet without the Prince. 

JOSEPH JOHNSTON 
Trinity College, Dublin. 


No. 188.—voL. XLvu. 











SOME PROBLEMS OF AUSTRALIAN BANKING 


At the end of 1935 the Commonwealth Government appointed 
a Royal Commission “ to inquire into the monetary and banking 
systems at present in operation in Australia, and to report 
whether any, and if so what, alterations are desirable in the 
interests of the people of Australia as a whole, and the manner 
in which any such alterations should be effected.”” The Commis- 
sion commenced its sittings in January 1936 and completed its 
report in July last.1 The Commission took evidence from 
bankers, financial authorities, representatives of industrial 
organisations, economists, credit theorists of many colours—in 
fact, all who had something useful to contribute or who felt they 
were able to throw light on the dark corners of the banking and 
credit structure. The printed evidence will be available later in 
limited supply. It contains much valuable information upon 
the Australian banking system from men with an intimate 
knowledge of its working, but normally disinclined to discuss 
banking freely in public. 

The Commission has naturally drawn very fully upon this 
evidence, and has consequently given students of banking the 
best and most intimate picture of the Australian banking system 
so far available. The report, moreover, will occupy an honoured 
place among the many reports of commissions and committees 
of inquiry upon the banking systems of individual countries in 
recent years. It surveys the outstanding features of the Australian 
economy as required for an understanding of the working of the 
monetary and banking system, traces the development of this 
system from 1901 to 1936 with special (and perhaps too much) 
attention to the effects of the 1893 crisis upon the trading banks 
and the subsequent changes in capital, reserves and profits, and 
finally, in Part I, describes the main features of the financial 
system in 1936. The second part of the report is directed to 
describing and criticising “ proposals for monetary reform,” 
including those associated with the name of Major Douglas. 
The Commission took this task quite seriously, and it was 
unanimous in rejecting the Douglas Credit Scheme and other 


1 Report of Royal Commission to Inquire into the Monetary and Banking 
Systems in Australia, etc. (Government Printer, Canberra), F.2581. 
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special schemes put before it as offering satisfactory alternatives 
to the existing monetary and banking system. No doubt this 
additional exposure of the shortcomings of Major Douglas will 
only be regarded by his adherents as further evidence that there 
are none so blind as those who cannot see. 

But the Commission was not wholly satisfied with the work- 
ing of the present monetary and banking system. It recognised 
that the system had stood very well the shocks of the depression, 
and that banking policy had on the whole contributed sub- 
stantially towards recovery. With one dissentient it came down 
heavily in favour of “a system of central banking in which 
trading banks and other financial institutions are integral parts 
of the system, with a central bank which regulates the volume 
of credit and currency.” In Australia this system consists of a 
publicly owned central bank with trading functions and an im- 
portant savings-bank division; nine trading banks, the majority 
of which have extensive branch banking business; State savings 
banks; and a constellation of financial houses and State credit 
activities clustered around these essentially banking institutions. 
The Commission has some comment to offer upon the detailed 
working of this system. Thus it considers whether the system 
provides sufficient credit on satisfactory terms for long-term 
mortgages or small manufacturing businesses. On both points it 
suggests methods for improving credit facilities. But these details 
are minor matters compared with the Commission’s examination 
of the extent to which the banking system conforms to the de- 
sirable monetary objectives as enunciated by the Commission. I 
propose to examine briefly this part of the Commission’s report. 

First, as to desirable objectives. The Commission briefly 
considers and rejects both price stability and exchange stability 
as the ultimate aims of banking policy. It enunciates as the 
main task “the reduction of fluctuations in general economic 
activity in Australia, thereby maintaining such stability of internal 
conditions as is consistent with the change which is necessary if 
economic progress is to take place.’’ This is a very simple state- 
ment of what all students of monetary reform will know to be a 
highly complex problem. But the Commission is to be con- 
gratulated on deliberately avoiding the appearance of being too 
learned on the problem, while drawing the attention of the 
banking system to its public responsibility for using its undoubted 
influence to mitigate industrial fluctuations. The policy is not 
precise. It demands different action at different times, and it 


requires a common attack on all fronts—the Commonwealth 
ZZ2 
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Bank, the trading banks in their attitude to advances, the 
Governments in their loan policy, and the general enterprise of 
other financial institutions. But the chief responsibility rests 
with the Commonwealth Bank as the central bank, and with the 
Governments through the Australian Loan Council. This dif- 
fusion of responsibility for promoting economic stability emphasises 
the limitations of the powers of a central bank unaided to main- 
tain reasonably stable conditions. The Commission rightly 
observes: ‘“‘'Too much should not be expected, even from the 
most enlightened policy of an all-powerful central bank.” 

The relations between the central bank and the Government 
require special consideration. Monetary crises are strewn with 
the wreckage of banking acts and rigid charters for central 
banks. With the lessons of the recent depression fresh in mind, 
there is much to be said for the view that a banking system 
should be fettered with the minimum of restraints.1_ The Com- 
mission seems to have accepted this view in its discussion of the 
relations between the central bank and the Government. I 
quote the relevant passage from the Commission’s report : 


“In our view, the proper relations between the two 
authorities are these. The Federal Parliament is ultimately 
responsible for monetary policy, and the Government of the 
day is the executive of the Parliament. The Commonwealth 
Bank has certain powers delegated to it by statute, and the 
Board’s duty to the community is to exercise those powers 
to the best of its ability. Where there is a conflict between 
the Government’s view of what is best in the national 
interest, and the Board’s view, the first essential is a full 
and frank discussion between the two authorities with a 
view to exploring the whole problem. In most cases this 
should ensure agreement on a policy to be carried out by 
the Bank which it can reconcile with its duty to the com- 
munity, and which has the approval of the Government. 
In cases in which it is clear beyond doubt that the differences 
are irreconcilable, the Government should give the Bank an 
assurance that it accepts full responsibility for the proposed 
policy, and is in a position to take, and will take, any action 
necessary to implement it. It is then the duty of the Bank 
to accept this assurance and to carry out the policy of the 


1 In the Alfred Marshall Memorial Lectures at Cambridge in 1933 I attempted 
to show that the Australian banking system, with perhaps less restraints than 
any other, had come through the depression with remarkable success. See 
Australia in the World Crisis (C.U.P.), pp. 83-7. 
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Government. This does not imply that there should at any 
time be interference by the Government or by any member 
of the Government, in the administration of the Common- 
wealth Bank. Once the question of authority is decided, 
there should be little difficulty in preserving close and 
cordial relations between the Commonwealth Government 
and the Commonwealth Bank.” 


This paragraph has evoked much comment and criticism. 
For some years past it has been an article of faith in some political 
circles that banking and monetary policy should be left to the 
Commonwealth Bank. The public had become very confused on 
the central problem involved in the determination of monetary 
policy, and there was something strange in such a strong declara- 
tion in the report of the Commission. The declaration was not 
unanimous. The Chairman added a mild reservation, though he 
regarded the pronouncement of the Commission as ‘a sound 
working rule.” Another member of the Commission, who as 
Director of Finance in the Victorian treasury had had long 
experience of Government finance, expressed strong dissent from 
the majority view. The Bank should be independent of the 
Government—any sacrifice of its independence would involve 
loss of prestige. If a conflict arose, Parliament could be asked 
to give effect to the Government’s wishes. There is much sense 
in this objection, but it is not so opposed to the Commission’s 
view as at first sight appears. It is clear from the Commission’s 
statement that it regards Parliament as ultimately responsible. 
The Government is the executive of Parliament, and it is the 
only authority which can officially express the views of Parlia- 
ment. The Government will be responsible to Parliament for 
what it does, and it is now an accepted rule of Parliamentary 
control in British communities that the Lower House is primarily 
responsible for money bills. The Lower House can at any time 
repudiate the policy of the Government if it thinks the Bank is 
being forced by the Government to take an unsound course. 
There is a risk that Parliament will choose the easy path of 
monetary expansion, but that risk is inherent in democracy. 
Given the prestige of a central bank built up by sound and 
liberal policy, the Government will not lightly turn aside the 
Bank’s advice or fail to explore every avenue for reaching an 
agreement. On the other hand, there is ample evidence to show 
that central banks should at times be subjected to powerful 
pressure from public opinion, so that they may overcome their 
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very natural inhibitions against unorthodox action. In present 
Australian conditions there is little fear that this pressure will 
stampede the Bank into unwise action, because all expansion of 
central bank credit for Governmental purposes must be approved 
by the Loan Council, which normally contains a mixture of 
conservative and radical Governments. 

The Commission assumed that normally the Government and 
the Bank would work out satisfactory compromise. This is 
fundamental to its major recommendations on the note issue, 
the powers of the Bank and the place to be assumed by the 
Treasurer in determining banking policy. Those who regard as 
dangerous the Commission’s declaration on the relations of the 
Government and the Bank will object to the recommendations 
of the Commission for increasing the Bank’s control over banking 
policy and for regulating the note issue. For the Commission’s 
proposals will substantially extend the right of the Treasurer to 
make important decisions upon banking policy in the normal 
discharge of his functions as liaison officer between the Government 
and the Bank.! 

It would be possible to provide a legal sanction against hasty 
and ill-considered intervention by the Treasurer if the Bank 
were obliged to buy and sell sterling within fixed limits. But 
the Commission took the view that a fixed relationship between 
local currency and sterling or any other currency was not desir- 
able, though in practice the Bank would make every effort, 
consistent with its overriding obligation to promote economic 
stability, to maintain a stable rate of exchange with sterling. 
Only in exceptional difficulties such as Australia experienced in 


1 The Bank of New South Wales in a lengthy circular on August 23, 1937, 
severely criticises the Commission for its declaration upon the Bank’s relations 
with the Government. ‘‘ The borrower, the Treasurer, is to have the right 
ex officio and without reference to Parliament or even to Cabinet (these italics are 
mine) to authorise an increase in the note issue.’’ Again the circular remarks : 
‘* The character of their recommendations is such as to expose the whole banking 
system of Australia to political interference of a most dangerous type.’’ Speaking 
of the control of London funds under the Commission’s proposals the circular 
declares: ‘“‘ The Commonwealth Bank will find itself in a weak position if it 
has in the future to advise a government that a certain line of action will endanger 
the international financial position of Australia. The Treasurer will need to pay 
only scant attention to this advice.’”” Again, ‘‘ A future Treasurer, if he were so 
minded, could press for the introduction of a system of more or less complete 
exchange control in order to conceal the economic consequences of a mistaken 
government policy.’”? These comments express in a rather extreme form the 
views of those who think the Commission’s declaration dangerous. They imply 
complete domination of the Bank by the Treasurer and the enforcement of a 
policy at the whim of a powerful group regardless of the political checks and 
balances normally operating in a democratic system. 
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1930-31 would a departure from stability of exchange be seriously 
entertained. 

The Commission was impressed by the desirability of the 
Bank having freedom of action in such circumstances. There 
is also the opposite set of conditions to be contemplated. With 
export prices rising rapidly in response to boom conditions 
abroad, it might be the path of prudence for Australia to insulate 
herself by appreciating her currency. For these reasons, if for 
no other, the Commission apparently thought that freedom of 
action to vary the external value of the currency was a necessary 
condition of successful central bank control in Australia. Accept- 
ing this view it was not possble to provide a legal sanction against 
political interference by imposing on the Bank the obligation to 
convert local currency into sterling at agreed rates or within 
well-defined limits. On the contrary, the Commission suggested 
that the present restraint of 25 per cent. of legal reserve against 
the note issue should be removed in favour of the principle of a 
legal maximum issue at, say, £60 million. The law should grant 
the right to exceed this maximum by a stated amount, say, £10 
million, with the consent of the Treasurer. This recommendation 
is in keeping with the general attitude of the Commission towards 
the fundamental problem of central banking—namely, that the 
central bank should be given sufficient power to discharge its 
functions and be left as free as possible to use its own discretion 
in the exercise of these powers. It may, however, be argued, not 
unreasonably, by those who desire to see some checks imposed 
upon possible political action, that the old ratio system was a 
useful legal sanction that could always be removed by Parlia- 
ment, as it was in 1932, in a real emergency. Against this view 
the Commission might well quote its own words that “ the reserve 
limitation may cause embarrassment to the Bank if circumstances 
arise in which it wishes to reduce the exchange rate.” 

Freed from the obligation to hold a stated proportion of 
reserve to the note issue, the Bank would be in a better position 
to pursue its policy of promoting internal economic stability. 
But the Bank argued before the Commission that it had in- 
sufficient powers to exercise a decisive influence over Australian 
banking policy. It asked particularly for two important changes ~ 
in banking practice : 

1. That the trading banks should be required to hold 
fixed minimum deposits with it, and 

2. That it should have the right to call upon the overseas 
funds of the Australian banking system. 
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Before the depression, the trading banks held part of their liquid 
assets in gold in Australia, and in sterling assets known as London 
funds. It will be useful at this stage to give a comparison of 
the distribution of the liquid assets of the trading banks before 
and after the depression. 


Liquid Assets of Australian Trading Banks 





Deposits 
Coin Aus- with Aus- Total 
and tralian |Common.|, tralian | London | fiquid 
Bullion. | Notes. | wealth | Treasury| Funds. | Accots, 


Bank, | Bills. 





£m. £m. 


, £m. £m. £m. £m. 

Dec. 1926 is 26-8 15-7 7:4 — 13-2 63-1 
» 1928 : 25-7 14-2 13-0 — 27-5 80-4 
» 1930 F 2-1 14-4 22-9 5:3 15-7 60-4 
» 1932 : 1-9 16-5 22-9 38-0 23-6 102-9 
» 1934 ; 1-9 14-1 30-9 23-7 24-9 95-5 
» 1936 ; 2-1 12-1 16-9 23-2 26-6 80-9 























Treasury bills should be considered as part of liquid assets, 
because they may be discounted at the Commonwealth Bank. 
They are, therefore, important elements in determining the 
liquidity of the trading banks. Treasury bills and deposits with 
the Commonwealth Bank have supplanted coin and bullion, and 
have allowed of some reduction of the notes held by the banks. 
The banks prefer to hold as much as possible of their liquid 
assets in the form of treasury bills or funds in London, because 
on both they can:earn interest. Both types of assets are liquid. 
The closed market for treasury bills in Australia makes these 
securities a special preserve of the banks. Unless the banks by 
agreement or by regulation hold a portion of their liquid assets 
on deposit with the Commonwealth Bank, central control of 
banking policy will be limited for the following two main reasons : 

(a) The central bank may not have sufficient resources 
to purchase funds in London or securities in Australia 
required for its control of the exchange rate and internal 
credit policy. 

(b) In a period of favourable trade balances, the trading 
banks may hold their liquid assets in a form (treasury bills 
or London funds) over which the central bank has insufficient 
control, and the banks may therefore pursue a lending policy 
inconsistent with the desired objective of the central bank.! 


1 It has been argued with great force by the Bank of New South Wales in 
the circular referred to above that the central bank has sufficient control of the 
trading banks to compel them to surrender London funds. The argument 
assumes that what is true of a highly specialised money market is true also of 
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The trading banks have always pursued a fairly independent 
course in Australia, and they are accustomed to hold fairly sub- 
stantial liquid assets in London. Before the depression they also 
held large gold reserves in Australia. They still hold London 
funds as a normal part of their liquid reserves, and they have 
recently made fairly full use of the treasury bill as a suitable 
liquid investment in Australia. They can maintain a substantial 
part of their liquid assets in these two forms, and by doing so 
limit the powers of the central bank to control banking policy 
as a whole. If we take the period June 1935 to June 1936, 
when the balance of payments was adverse and the Common- 
wealth Bank was worried lest it would be unable to hold the 
exchange against a continued adverse movement, the trading 
banks maintained their holdings of treasury bills and substantially 
increased their London funds, but allowed their deposits with the 
central bank to run down, apparently in exchange for sales of 
London funds from the Bank to them. The following movements 
are significant : 











Trading Banks. Ciaiatiiiins 
wealth 
Deposits Bank. 
June Quarter. | australian| _ with Treasury | London 
Notes. Common- Bills. Funds. London 
wealth Funds. 
Bank. 

£m. £m. £m. £m £m. 
1933. i @ 15-9 23-2 32-9 25-3 37-1 
1934 . s F 13-3 37-8 *29°-3 30-2 64-7 
1935. : ; 13-5 23-0 23-9 22-4 32-4 
1936. ; ‘ 12-5 16-3 24-9 29-4 38-6 




















Note.—In the above table all figures are given in Australian pounds. 





conditions in a simple money market, as in Australia, where (a) open-market 
operations are limited, (b) fluctuations in interest rates do not cause international 
movements of funds, (c) small movements in the exchange rate do not promote 
substantial short-term changes in the balance of payments, and (d) changes in 
the money-market conditions have important repercussions on Government 
finance, and therefore give rise to political difficulties. The same reasoning can 
be adduced against-the view that the cash reserves of the banking system as a 
whole can be readily controlled by strong central bank action. If we could 
consider the operations of the central bank in vacuo, we might concede its ability 
to control the cash reserves of the trading banks. But there are other influences, 
political and financial, that prevent the Bank from pursuing its policy to the 
bitter end. The importance of giving the central bank sufficient resources to 
implement its policy was recognised by the Macmillan Committee, which justified 
the obligation of the private banks to keep reserves with the central bank on 
the ground that it was necessary to provide ‘‘ the Central Institution with ade- 
quate resources wherewith to manage the monetary system.”’ If this is true for 
a highly developed money market, it is still more true for the Australian money 
market. 
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For purposes of comparison the movements in cash resources 
of the trading banks and London funds of the Commonwealth 
Bank are given for the year of expansion 1933-34 and the year 
of contraction that followed. It is clear from the table that in 
1933-34, when funds were piling up in London and there was 
some fear that the exchange rate might be lowered, the trading 
banks sold London funds to the Commonwealth Bank, and so 
increased their deposits with the Bank. Later the Bank was 
quite powerless to prevent the banks from pursuing the opposite 
course at a time when the central bank’s sterling assets were 
dwindling and it would have preferred a less expansive banking 
policy in Australia. 

To require the banks to hold a certain proportion of their 
liabilities on deposit with the Commonwealth Bank would not 
be sufficient. The banks could increase their London funds and 
discount treasury bills, or sell ordinary Government securities to 
maintain their deposits at the Bank. This would leave the Bank 
in a sound enough position to buy London funds, but its capacity 
to sell funds would be limited. It would not control the inter- 
national currency reserve of the country. 

The Commission did not discuss these problems at all freely 
or fully. It was, however, impressed by the arguments put 
forward by the Commonwealth Bank, though it did not recom- 
mend the complete powers the Bank sought. It stressed through- 
out its report the desirability of co-operation between the trading 
banks and the Commonwealth Bank. Clearly the most satis- 
factory arrangement is a system under which the leadership of 
the central bank is recognised in a set of conventions through 
which the banks implement the banking policy desired from 
time to time by the central bank. It will take a long time for 
this voluntary co-operation to reach the required standard of 
efficiency. The Commission seems to have taken the view that 
this co-operation could be hastened if the central bank had latent 
powers of compulsion. Consequently, it recommended legislation 
empowering the Bank Board, with the consent of the Treasurer, 
to require the trading banks to hold for a period of six months 
deposits with the Commonwealth Bank of not less than a stated 
percentage of the total deposits of the trading banks. The Board 
would be empowered to vary the percentage, and, with the 
consent of the Treasurer, to extend the period for a further 
twelve months. In any period of two years this power was not 
to be exercised for more than eighteen months. 

The knowledge that this power could be used would probably 
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be sufficient to secure a satisfactory working arrangement between 
the Commonwealth Bank and the trading banks as regards the 
deposits the latter should hold with the Bank. Before the 
depression the banks held about £26 million in coin and bullion 
and £15 million in notes. They now hold some £13 million in 
notes and only £2 million in coin and bullion. The difference is 
£26 million. This amount could be held in deposits with the 
Commonwealth Bank without altering the pre-depression dis- 
tribution of their liquid reserves as between interest- and non- 
interest-bearing assets. The proportion of non-interest-bearing 
liquid assets varied from 50 to 60 per cent. before the depression. 
In recent years it has fluctuated around 40 per cent. An increase 
in their deposits with the central bank could not place the trading 
banks in a less favourable position as regards interest on liquid 
funds than before the depression. The increase would certainly 
give the central bank greater resources with which to discharge 
its functions, and enable it to exercise a more decisive influence 
in general banking policy. Moreover, it is in line with practice 
in other countries with less specialised money markets, like 
Australia. 

But this change would not give the Bank command over the 
international currency reserves. The Commission gave its 
opinion that ‘“‘ even if the Commonwealth Bank were free to use 
for other purposes the London funds held against the note issue, 
it appears to us the total holding (of London funds) of the Com- 
monwealth Bank would still be insufficient to meet a heavy 
drain.”” The Commission thought that the Bank’s holding of 
London funds should be increased and it recommended that a 
new Exchange Mobilisation Agreement under which the trading 
banks should provide for a period of years their quota of the 
sum required for interest and sinking fund on the external debt, 
together with “‘ some additional amount to enable the Common- 
wealth Bank to build up its reserves of London funds.” The 
Commission mentions a figure of ‘“‘ not less than £500,000 sterling 
per month.” 

There were two dissentients to the recommendation con- 
cerning the new agreement, but it is not clear that they are 
dissentients to the proposal that the Bank should increase its 
London funds at the expense of the trading banks. That there 
is a case for strengthening the external reserves of the central 
bank is clear from the figures given above. The banks would 
lose interest on London funds transferred to the central bank, 
but they would be more “ liquid ” in Australia, since they would 
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hold deposits with the Commonwealth Bank of increased treasury 
bills. They are no longer responsible for safeguarding the 
international currency reserve. This is the special duty of the 
central bank, which would be expected to buy and sell sterling 
at stated rates. I think this is implicit in the proposals of the 
Commission, though not expressly stated. Obviously it would 
be absurd to place the central bank in control of the international 
currency reserve and not expect it to discharge the most important 
function normally performed by such an authority. 

There are many other features of this report which will 
interest students of monetary policy and cause controversy in 
Australia. The Commission took a realistic view of the function 
of a central bank, recognising that the Bank must have adequate 
powers, but should only exercise these powers when other methods 
failed. Normally the Bank would act after consultation with 
the trading banks and with their full concurrence. Without the 
co-operation of the trading banks, and of other financial institu- 
tions, the central bank would have very limited powers to dis- 
charge its main function of attempting to promote economic 
stability. The obligation to secure this co-operation is not less 
on the trading banks than on the central bank, and the Com- 
mission leaves one in no doubt that it regards the trading banks 
as essentially public utilities. On the other hand, it is emphatic 
that the technique of central banking is a highly specialised and 
responsible function, necessitating on the part of the directors 
and the senior officers judgment and understanding of a high 
order. The Commonwealth Bank is still learning the technique 
of central banking, and it is perhaps fortunate in the past ten 
years in the prestige it has acquired for pursuing an enlightened 
policy not always of its own making. 

D. B. CopLanp 
The University of Melbourne. 
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REVIEWS 


The Problem of International Investment. A Report by a Study 
Group of Members of-the Royal Institute of International 
Affairs. (Oxford University Press. 1932. Pp. x + 371. 
18s.) 


THE group of members of the Royal Institute of International 
Affairs who (in consultation with a number of authorities) have 
co-operated in producing this study are cordially to be con- 
gratulated on the result of their labours. The Council of the 
Royal Institute are certainly justified in the belief which they 
express in the Foreword that the book will fill an important 
gap in the literature of international economics. 

The primary object was to consider the part which international 
investment might advantageously play in the world economy, 
and the conditions which are necessary if it is to fulfil that part. 
The main analysis and conclusions are contained in Part I. 
Part II, which represents some two-thirds of the total number 
of pages, contains a careful study of the post-war history of 
international investments. In this part is packed and digested 
an immense amount of information—statistical and other— 
bearing on the position of the three principal creditor countries, 
and also of the leading debtor countries. 

The analysis of Part I starts from the position that the con- 
ditions which promoted the growth of foreign investment during 
the century before the War have since been substantially modified, 
and are likely to change further in years to come. It is con- 
sidered that the case for foreign lending will rest in the future on 
more slender grounds than it has in the past. In times gone by 
international lending was largely directed to the development 
by industrialised countries of new and semi-developed countries, 
which were thereby enabled to increase their sales of goods— 
especially foodstuffs and raw materials—in the world’s markets ; 
while, on the other hand, the lending countries, and especially 
the chief lending country Great Britain, constituted a market 
of unlimited possibilities of expansion for the products of the 
countries to which they lent. Underlying conditions have 
changed in three principal respects. First, the revolutionary 
change in population trends throughout the Western world tends 
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to limit the demand for imported foodstuffs, so that “‘ on the most 
favourable view it seems improbable that better nutrition can 
supply more than a partial offset, so far as the aggregate con- 
sumption of foodstuffs is concerned.” Second, the rapid pro- 
gress of agricultural technique reinforces these results, because 
“countries which specialise in the export of agricultural produce 
are improving their methods so rapidly that they are capable 
of exporting steadily increasing quantities of produce from their 
existing areas of production.”’ Third, the spread of economic 
nationalism, involving the development of agricultural production 
in industrial countries and the development of industrial produc- 
tion in agricultural countries, tends towards the self-sufficiency 
of both groups. 

These three postulates raise some doubts and questions. 
While population trends over the next few decades are fairly 
calculable, the same cannot be said about prospective con- 
sumption (in quantity or kind) of foodstuffs or raw materials per 
head. Is it clear that the farmer is bestirring himself to apply 
improved methods as much as is supposed, and does the new 
technique facilitate intensive as much as extensive farming ? 
And how far has economic nationalism in its present degree come 
to stay ? 

On the whole, however, it would be difficult to deny the 
essential validity of the postulates and their relevance to the 
outlook of the Western world at the present time. To the 
Eastern world things may well appear different. May it not 
be that in the twenty-first century Japan or China will play 
a part in external development comparable with that played by 
Great Britain and other countries of Western Europe in the 
nineteenth century ? 

The conclusion which the authors reach is that “‘ in no direction 
is there evidence that Great Britain will ever again be able 
profitably to invest abroad on the same scale as in the past. 
The opportunities for the profitable utilisation of capital do not 
exist. Lending to overseas borrowers may be expected to 
continue, but it will most probably be both smaller in volume 
and different in kind.” There will, however, still be scope for 
lending overseas if forms can be found appropriate to the changed 
circumstances. Consideration is accordingly given to the main 
types of international investments, such as those effected through 
the new issue market, which constituted the most important 
type in the past; “direct investments ”’ (i.e., investments by 
firms which wish to expand their overseas business); institutional 
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investments, and medium-term credits. The new issue market 
is expected to play a less important part in the future than in 
the past, partly because credit-worthy countries are reasonably 
well provided with permanent equipment such as railways, and 
because the food-producing countries are not in a position to 
launch out in large-scale capital expenditure; and partly because 
the risks of lending, particularly at fixed interest, to countries 
with paper currencies and fluctuating exchanges are much 
greater than they were under gold standard conditions. The 
other forms of international investment—notably export credits 
and the establishment of branch factories—are thought to have 
a relatively more important future, partly because the condition 
of the balance of payments imposes no limit to the extent of 
international investment of those types, and partly because 
they do not depend on perfect exchange stability being main- 
tained. Exports of capital in the form of purchase of securities 
already issued on foreign stock exchanges are also expected to 
be increasingly important, but the authors régard this traffic in 
international securities as fraught with serious dangers to the 
stability of the international monetary system. 

A chapter dealing with the attitude of the State towards 
international investment, as manifested in post-war practice, 
contains, amongst other matters, a useful account of the Export 
Credits Guarantee Scheme and of the Treasury control over 
new capital issues for investment abroad. 

C. K. Hopson 


Exchange Depreciation. By 8S. E. Harris. (Harvard University 


Press. Harvard Economic Studies, No. 53. 1936. 
Pp. xxix + 516. $5.00.) 

Proressor Harris has made a very useful analytical and 
statistical study of the effects of exchange depreciation since 
1930 upon prices, trade and the general economic situation in 
the countries concerned. The familiar contrast between the 
miseries of the gold bloc and the revival of hope in the countries 
with depreciated currencies is clearly shown, and Professor 
Harris is inclined, with some reservations, to give his blessing to 
the policy of depreciation. He does not discuss the question of 
whether it is possible for depreciation to go too far in the national 
interest. An examination of the Japanese figures would have been 
interesting in this connection. 

Detailed study is confined to the case of the United States and 
of Great Britain. In the section on the United States, several 
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chapters are devoted to a general description of the New Deal. 
This provides a necessary background, and it would be impossible 
to examine, for instance, the effect of exchange depreciation upon 
agricultural prices without discussing the A.A.A. But the 
various points discussed in these chapters are not brought very 
closely to bear upon the main theme, and the structure of the book 
as a whole is somewhat diffuse and repetitive. 

Professor Harris’ theoretical equipment may be described as 
the Quantity Theory tempered by common sense. Hesometimes 
commits himself to fantastic views, such as that an increase in 
public expenditure which causes, through its reaction on con- 
fidence, a more than equivalent decline in private expenditure, 
will lead to a sharp rise of prices (because public expenditure 
increases the quantity of money, while the decline in private 
expenditure reduces the quantity of goods). But on the whole 
common sense prevails, and much valuable information is pre- 
sented in a lucid and serviceable manner. 

In general, the upshot of the inquiry is to confirm a priori 
expectations. Exports are stimulated by depreciation, and home 
industries protected. Prices of international trade goods (in an 
important country) rise by less than the exchange has fallen, and 
the general price level is only slightly affected. National pros- 
perity and activity increase. One curious point emerges : both in 
the United States and in Great Britain the price of import goods 
fell relatively to the price gf exports, so that exchange deprecia- 
tion was accompanied by 4m: improvement in the terms of trade. 
It is true that, in the United States, A.A.A. and severe droughts 
were curtailing the supply of important export goods, and in 
Great Britain a newly imposed tariff was reducing the demand for 
imports, at the same time as exchange depreciation was pro- 
ducing its effect, while in the case of Great Britain the whole 
sterling area, rather than a single section of it, is the proper unit 
for comparison. Nevertheless Professor Harris’ figures serve to 
show the extraordinary predominance of these two countries over 
the world market for goods which they consume. 

He does not attempt to assess the net effect of depreciation 
upon the balance of trade of either country, perhaps because of a 
half-hearted adherence to Marshall’s pure theory of international 
trade, in which the balance of trade ex hypothesi is always zero 
(common sense protests from time to time that in slump conditions 
with severe unemployment this analysis is not appropriate, but 
complete emancipation from it is never achieved). Professor 
Harris attributes the increase in activity which follows exchange 
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depreciation to the general relief from deflationary pressure rather 
than to the direct effect of an increase in the balance of trade. 

The increase in national income following exchange deprecia- 
tion is neatly brought out by one of Professor Harris’ calculations. 
When the imports into a single country are analysed according 
to their country of origin, the increase in imports from countries 
with depreciated currencies, relatively to imports from gold 
countries, clearly shows the competitive advantage gained by 
depreciation. But when the exports of a single country are 
analysed according to their destination, the increase in exports 
to the countries with depreciated currencies, relatively to exports 
to gold countries, shows that an increase in general prosperity, 
following depreciation, raises the demand for imports to an extent 
which far outweighs the protective effect of the depreciation. 
Exchange depreciation, in itself, merely gives a competitive 
advantage to one country at the expense of the rest, but it also 
opens the way to expansionist policies (cheap money in Great 
Britain, public expenditure in the United States) which are 
impossible so long as each country is struggling to preserve a fixed 
exchange rate, and Professor Harris’ survey leaves no doubt that 
the effects of exchange depreciation have been beneficial to the 
world as a whole. 

Joan ROBINSON 
Cambridge. 


A Study of the Capital Market in Post-War Britain. By A. T. K. 
Grant. (London: Macmillan. 1937. Pp. 320. 12s.) 


THis work can be regarded as a sequel to F. Lavington’s 
The English Capital Market, and has the appearance of being 
modelled on the lines of its distinguished predecessor. But 
Mr. Grant has extended the scope of the study, whilst compressing 
it within a smaller compass. It is true that post-war experience 
and discussion have brought into prominence many more aspects 
of the investment process, but this only means that more intensive 
study is required if a single volume is to be a contribution, and 
not a mere presentation. A study of “the whole network of 
transactions by which savings are handed over at one end of 
the chain and used by productive undertakings at the other ” 
can be made into a Principles of Economics, and unless an 
author is using a particular approach for that purpose, his task 
is one of rigid selection. 

Mr. Grant opens with a discussion of Enterprise, Interest 
and Banking Policy, which is primarily an analysis of the effects 
No. 188.—voL. XLVI. 3A 
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of changing interest rates. The next section, on Enterprise, 
Interest, and Economic Prospects, is concerned with the effects 
of changing anticipations. Part II is a history of British post- 
war monetary policy, with special consideration of the problems 
associated with Government finance and with the sterling exchange. 
Part III, the body of the work, is a description and a history of 
the capital market. This entails an account of the new issue 
market, of old-established and new types of financial institutions, 
a special discussion of the problem of financing new enterprises, 
and a review of housing and agricultural finance. Part IV, on 
Present Problems and Future Prospects, touches on authoritarian 
control, the gilt-edged situation, rearmament and public works, 
the need for a supplementary organisation to finance new enter- 
prise, trade cycle theory, the effects of coming population changes, 
and the future réle of the State in economic life. 

The result of this ambitious programme is a lack of pro- 
fundity in the work as a whole. At times the treatment is 
superficial and the analysis inadequate, whilst the history 
becomes a mere diary. Thus, in the early chapter dealing with 
the effects of Bank Rate changes, the author has not found space 
to describe developments which constrain the banking system 
to take action to maintain or restore its customary ratios, develop- 
ments which in themselves would tend to force up interest rates. 
He takes the short cut of assuming that the Central Bank as a 
matter of policy raises its rate on its own initiative. This is 
convenient, but apt to give a wrong twist to the analysis, as when 
the author talks of certain rates rising automatically because 
of formal arrangements, whilst others are determined by market 
conditions—as if market conditions did not govern the whole 
situation. A reader who tried to apply Mr. Grant’s analysis to 
a system without a Central Bank would be completely lost. 

If the author had narrowed his scope, he could have given 
better attention to the more intimate problems of the capital 
market. We could have dispensed with the chapter on coming 
population changes, a subject on which economists have not 
yet worked enough to warrant any conclusions applicable to the 
future of investment. In place of such discussion, something 
could have been said, for example, about company promotion. 
The term is not even mentioned. Mr. Grant is concerned about 
the financial difficulties confronting businesses in the early stages 
of their development, but he does not appear to have made 
himself very well acquainted with these difficulties. For 
nineteenth-century experience he takes refuge in the statement 
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that the system by which industry was developed in the early 
stages has never been described in detail. He has missed such 
records as H. Osborne O’Hagan’s Leaves from my Life, an illumin- 
ating autobiography by a successful pre-war promoter. On the 
post-war situation the author himself could have provided the 
illumination by special investigation into the financing of a single 
new industry such as the radio, and for established lines some 
such small-scale enterprise as laundries. 

Credit from suppliers is an important form of financial 
assistance which Mr. Grant tends to overlook. Again, is the 
internal bill dead beyond mention? The Stock Exchange chapter 
might have included some reference to the post-war controversy 
as to whether security speculation diverts funds from industry. 
It certainly should have discussed the sources of funds for security 
speculation and given some account of the activity of “the 
Shops”? in nursing securities. The implied recommendation 
that the banks should set up security affiliates shows a sad lack 
of knowledge of American experience of this arrangement. 
Instead of surmises concerning future Government intervention, 
more could have been said about contemporary State action. 
The State is given no credit for the Export Credits Guarantee 
Scheme, and no discredit for the planning which prevents the 
small man, dear to the heart of the author, from starting with 
one lorry or bus and building up a fleet. In his concern for the 
financing of the fringes of enterprise, Mr. Grant takes no account 
of the possibility that there may be too much risk-taking in the 
system. These criticisms may be regarded as an ungracious 
complaint that the author has not written a longer book, 
particularly ungracious since the book as it stands is an 
extremely useful record of the post-war years, but the com- 
parison with Lavington is inevitable. 

G. L. ScHwartz 
London School of Economics. 


The Theory of Forward Exchange. By P. Etnzia. (London: 
Macmillan. 1937. Pp. xxi+ 520. 21s.) 


IN his preface, Dr. Einzig informs us that in this book he has 
endeavoured to abstain from controversy and to present an 
objective statement of the various problems he discusses. 
Despite some acrimonious references (rarely specific) to 
** orthodox,” ‘liberal,’ or “laissez-faire ’? economists, he has 
succeeded fairly well in his attempt, with the result that he has 


been able to give his readers the full benefit of his peculiar 
3A2 
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knowledge of the foreign exchange market. Though the book 
is formally divided into seven parts, it falls naturally into two 
main sections. In the first, Dr. Einzig starts with a most useful 
survey of the sources of information available, a history of the 
development of the various forward exchange markets, and a 
description of the organisation and technique of present-day 
markets. He then proceeds to a discussion of equilibrium rates 
of forward exchange as determined by interest parities, and points 
out both the necessary vagueness of the conception and its value. 
He discusses the mechanism of interest arbitrage, which tends 
to restore equilibrium once it is disturbed, and its limitations. 
These in turn lead him to an investigation of the causes which 
may bring about persistent disequilibrium, and the reactions 
of this on interest rates. The first section ends with Part V, 
which consists of a highly condensed but most informative 
summary of the course of the principal forward exchange rates 
since 1919, illustrated with detailed tables and charts, showing 
the changing relationships between forward exchange rates and 
interest parities, as calculated on different assumptions. 

This part of the book goes far to fill a serious gap in our 
economic literature, and may be strongly recommended to 
students who already have some knowledge of the principles 
involved or of the practical workings of the market. That it 
is less suitable for other readers is due partly to the inherent 
difficulties of the subject, but partly also to Dr. Einzig’s methods 
of exposition.. That he should use the technical phraseology 
of the market rather than the jargon of the lecture-room gives 
no cause for complaint; but too often he fails to make clear 
through the veil of technique, often highly complicated, the 
relatively simple principles which lie beneath. This is largely 
because, in the use of his technical shorthand, he often makes 
the steps of his argument too long for the non-technical reader, 
who has to fill the gaps with two or three steps of his own before 
the path becomes clear. Here and there the steps are so long 
that the track may be lost altogether, and indeed once or twice 
there is even a suspicion that Dr. Einzig has wandered from it 
himself. If he could have found the space and patience to 
describe in closer detail the complicated transactions he discusses, 
and perhaps have illustrated them more often with simple 
examples, the book would have had a wider appeal. 

In Parts VI and VII, which make up the second section of 
the book, Dr. Einzig makes a plea for the addition of regular 
transactions in the forward exchange markets to the existing 
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functions of central banks. After a brief historical survey of 
various past incursions by central banks into this field, he dis- 
cusses the question in the light of present conditions. He makes 
a good case against those who have opposed forward dealings 
by central banks on the grounds that these would give 
countenance to undesirable speculation, or that the technical 
problems to be encountered would be too difficult for a central 
bank to deal with, but he himself finds it difficult to define at 
all exactly the occasions when a central bank should intervene 
and when it should abstain. 

He divides the purposes of intervention broadly into three 
classes: (1) To provide merchants with forward exchange 
facilities not furnished by the market; (2) to offset the effects 
of a flight from the currency; (3) to insulate the internal system 
from the effects of interest rates abroad, and so enable the central 
bank, while still maintaining the exchange value of its currency, 
to decide its policy purely in the light of internal conditions. 
In the first category the case for the central bank supplying 
forward exchange facilities when the market is prevented from 
functioning by exchange restrictions is certainly very strong; 
where, however, a market is free to develop, there are good 
grounds, as Dr. Einzig admits, for expecting that the central 
bank would lose money in providing facilities which are not 
available in the market. Should it nevertheless do so, it would 
in fact be providing a subsidy to those engaged in foreign trans- 
actions. The wisdom of such a subsidy would have to be argued 
on its merits, and should in any case be provided by the tax- 
payer, and not the central bank’s shareholders. Thus, though 
Dr. Einzig does not expressly say so, the criterion for the central 
bank in deciding whether or not to engage in this type of forward 
exchange transaction would seem to be the “ orthodox” one 
of profitability. 

The same criterion would seem to apply to transactions in 
the second class. Ifthe central bank were strongly of the opinion 
that its currency was temporarily under-valued, and that forward 
sales of foreign currencies would yield it a profit, there would 
seem to be no reason why it should not support its official pro- 
nouncements on the prospects of its currency by buying 
it forward. Further, if it was already selling gold to support 
the spot rate, and if by selling gold or foreign currencies 
forward at a premium it could bring about a corresponding 
reduction in its spot sales of gold, then, whatever the subsequent 
movements in the spot price, it would lose less by selling forward 
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than by selling spot; on the other hand, if the reduction in the 
volume of its spot sales of exchange required to maintain the 
rate was appreciably smaller than the volume of its forward 
sales, its losses in the event of subsequent currency depreciation 
would be increased. Estimates of the expected profitability of 
the operations would thus be the test of their wisdom. 

Even in the third category the test of profitability still largely 
applies, not to central banks, it is true, but to governments. A 
country tending to lose gold could avoid the necessity of a rise 
in interest rates if somebody were to sell foreign exchange forward 
so heavily that it became profitable for interest arbitrageurs 
to transfer funds to that centre even from centres with higher 
interest rates. The seller of the forward exchange would probably 
make a heavy loss when his contracts matured, but since in our 
recent gold standard system a relatively small change in the gold 
reserve might make a very large difference in the total supply 
of credit and in interest rates, it might well pay so large a short- 
term borrower as the government to incur a loss on forward 
exchange contracts in order to make a saving on its interest 
payments. What it would in fact be doing would be to pay 
a bonus out of taxpayers’ money to certain lenders of short-term 
funds in order to induce them not to hold their funds abroad. 
What is not so clear, however, is firstly that these complicated 
transactions are cheaper than borrowing a certain amount at 
a high rate abroad in order to be able to borrow a larger amount 
at a lower raté at home, and secondly what will happen if the 


disequilibrium is more than purely temporary. 
F. W. Paisu 


London School of Economics. 


World Economic Survey. Sixth Year, 1936-7. By J. B. Conp- 
LIFFE. (League of Nations, Geneva. 1937. Pp. 261. 
Cloth, 7s. 6d. Paper, 6s.) 

Review of World Trade, 1936. (League of Nations, Geneva. 
1937. Pp. 91. 2s. 6d.) 

World Production and Prices, 1936-7. (League of Nations, 
Geneva. 1937. Pp. 136. 5s.) 

Money and Banking, 1936-7. Vol. I. Monetary Review. 
(League of Nations, Geneva. 1937. Pp. 170. 6s.) Vol. 
II. Commercial Banks. (League of Nations, Geneva. 
1937. Pp. 174. 6s.) 

Tue League of Nations continues to justify its existence by 
the output of most useful and workmanlike volumes of economic 
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information. Mr. Condliffe, in the World Economic Survey, 
has once again set himself to summarise the main events of 
economic history during the year. He takes certain topics, 
currency, labour conditions, world trade, control of credit, etc., 
and gives in regard to each an account that is at once readable 
and full of well-digested detail. The text is excellently illustrated 
with diagrams and tables. 

Mr. Condliffe preserves the rdle of an impartial annotator. 
Current follies and excesses are hinted at but not too violently 
castigated. In accordance with the present trend of well- 
informed opinion, Mr. Condliffe has become more cycle-conscious. 
The year has been one of progress; there is much that may be 
recorded with satisfaction. But no longer is it implied, as is 
usual in official publications, that these are the early stages of an 
advance that may be expected to go from strength to strength. 
The reader is made aware of a sense that round the corner he 
may come upon a great setback. 

Few are likely to quarrel with the occasional essays in inter- 
pretation which Mr. Condliffe permits himself. His tone is 
tentative. He gives the impression that this is an interim 
diagnosis; and so indeed it is. We have reached the stage at 
which only if and when a fairly precise explanation of the phases 
of the trade cycle is accepted by the economic world can thoroughly 
intelligible economic history be written. How near we are to that 
happy condition remains in doubt. 

The remaining volumes give still further information on the 
topics indicated. They contain not merely full statistical matter, 
but full commentaries of interest and value. In the Monetary 
Review the reader will find, among other things, instructive 
articles on the Market in Forward Exchanges and the Exchange 
Stabilisation Funds, in the volumes on Production and Trade 
useful cross-classifications by types of commodity and by countries 
and wider areas. Together they constitute a mine of information 
which, now that it is happily available, we may designate 
indispensable. 

R. F. Harrop . 
Christ Church, 
Oxford. 
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Report on International Trade. By the International Trade 
Group of P.E.P. (Political and Economic Planning). [London : 
P.E.P., 6 Queen Anne’s Gate, 8.W.1. Pp. 295. (Cloth, 
12s. 6d.; paper, 8s. 6d.)] 

TuIs report is concerned with the possibilities both of in- 
creasing British exports and of extending world trade in general, 
the one being regarded as mainly dependent on the other. 

There is a tendency at the moment for our manufacturers 
to concentrate their attention exclusively on the flourishing 
home market, and the Report emphasises the dangers of this 
from short and long points of view. Stress is also laid upon 
the importance of our income from invisible exports in the form 
of services, which are particularly dependent on the state of 
world trade. 

It is contended that this country has failed to make its 
proper contribution to the freeing of international trade. Apart 
from our tariffs and, more especially, our import quotas, British 
policy is criticised on two counts. Firstly, it is forcibly argued 
that the Ottawa agreements have encouraged the adoption of 
policies of economic self-sufficiency, supplemented by closely 
regulated bilateral trade, on the part of other countries. Secondly, 
it is maintained that our rigid insistence on our M.F.N. rights has 
been an obstacle to the formation of low-tariff “ clubs.”” Against 
the Ottawa agreements it is also argued, on grounds that are 
not always very well chosen, that they are not in the direct 
interest of the parties concerned. It seems clear that our present 
attitude in demanding that exceptions should be made from 
the M.F.N. clause when it suits us (Imperial Preferences) and 
refusing to allow exceptions in other cases is unsatisfactory. 
It may also be agreed that proposals of the type of the Ouchy 
plan for forming low-tariff groups on the basis of special mutual 
concessions for the adherents deserve careful consideration. 
The Report itself, however, does not examine the probable effects 
of such arrangements very fully. 

A chapter in the report is devoted to advocating the further 
development of agreements between national cartels for the 
division of export markets, with the concurrence of the govern- 
ments of the countries concerned. It is difficult to see how this 
would contribute to rendering trade freer or more flexible, and 
although emphasis is laid upon the duty of the governments 
to safeguard the interest of consumers, no criteria are proposed 
for resolving conflicts of interest. 

Other measures recommended for the revival of international 
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trade are the early restoration of the gold standard and the 
resumption of British foreign investment. In the latter con- 
nection the authors appear to exaggerate the extent to which 
shortage of capital is a cause of trade restrictions. 

Apart from some reflections on the inadequacy of our D.O.T. 
and some not wholly convincing criticisms of the credit insurance 


ee 


scheme, the discussion of our “‘ export mechanism ”’ leads back 
to the plea that we should be more ready to help in developing 
the industries of other countries, with our technical skill as well 
as with our capital, in the hope that their prosperity will make 
them better customers. This, of course, is to take a decidedly 
long view, and it is recognised that such a policy calls for a high 
degree of adaptability on the part of our own industry. 

The writers of the Report appear to me to be more expert in 
dealing with the political aspects of economic policy than in 
analysing strictly economic problems. Economists may recognise, 
however, that at the present time the political issues are the more 
important. 7 

The appendices to the Report contain a useful collection of 
trade statistics. Some mistakes on p. 289 are corrected in a 
reprint of the page obtainable from the publishers. 

P. Barrett WHALE 
London School of Economics. 


Prices in Recession and Recovery. By F.C. Mis. (New York : 
The National Bureau of Economic Research. 1936. Pp. 
xv + 581. $4.00.) 


In this, the third and best of his series of studies of prices in 
the United States, Professor Mills carries his analysis to the 
year 1936. The violent changes of the past seven years are 
seen in a perspective which covers the periods 1899 to 1914, and 
1913 (1922) to 1929; they are, furthermore, set against a back- 
ground of international comparisons (chapters I and IV) for the 
years 1929 to 1935 inclusive. Professor Mills is too good a statis- 
tician to claim more than to supply indices of the direction and 
order of magnitude of the relative price changes, by groups, with 
which he deals, and of the associated changes in relative output 
and incomes; and he is too good an economist to put forced 
interpretations upon his statistical results. The broad inferences, 
therefore, that his wide survey enables him to draw, are highly 
significant to the question of the future equilibrium of the 
structure of internal and external prices, of production, and of 
world trade. 











710 THE ECONOMIC JOURNAL [DEC. 


Most striking amongst the tendencies which he observes is the 
tendency, prevailing post-war to 1929, becoming sharply accen- 
tuated from 1929 to 1933, and reverting by 1936 approximately to 
its pre-1929 bent, for the gins of increased productivity per man 
(or per man-hour) in manufacturing industry to be absorbed by 
what Professor Mills calls “the agents of fabrication ’”’ (labour, 
management and ownership). This tendency is in contrast to 
the pre-war tendency for such gains to be shared through changes 
in relative prices, on the one hand with primary producers, and 
on the other hand with consumers in general. Since the war, 
whether the national real income as a whole was expanding, 
or contracting rapidly, whether the general level of prices was 
comparatively stable, or falling fast, and even during the recent 
special-featured recovery in the volume and value of national 
production, fabricators have managed to maintain a varying 
degree of differential advantage. This is notably so in terms of the 
real ratio of interchange between manufactured goods and others, 
and still clearly so in terms of the gross real incomes ! of fabricators 
as compared with those of other groups; it is highly probable 
that it is even so in terms of their net real incomes,? respectively, 
although in this connexion the statistical evidence is more limited. 
The analysis may be carried further. Agriculturists have been 
at greater disadvantage than producers of forest or mineral 
products; makers of finished goods have been at greater advantage 
than makers of intermediate goods and those engaged in heavy 
construction. 

There is nothing, of course, necessarily disturbing in tendencies 
such as those described, provided that they spring naturally 
from, and in turn serve to further the process of adjustment 
to a different utilisation of the resources of a nation in the course 
of economic progress. But the extreme character of the changes 
to which the indices point, gives rise, as Professor Mills suggests, 
to grave doubts of their compatibility with even moderately 
steady economic growth. How has this marked, if unequal 
shift in the conditions and terms of exchange for different classes 
of goods and services come about ? 

The American farmer’s situation since the war is notorious, 
The stimulus of war demand for agricultural staples and its sub- 
sequent disappearance, technical advance in production and new 


1 The tests that Professor Mills applies, including the adjustment of his various 
indices of group incomes in terms of money by indices of their purchasing-power 
in terms of the characteristic expenditure of the respective groups, are too 
numerous to admit of specific reference. 

2 See footnote 1 above. 
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sources of low cost supply, the precarious maintenance of his 
foreign markets by American foreign lending to 1928, his efforts 
to maintain income by maintaining output in face of the break- 
down of world trade and prices to 1933, and finally his salvation 
by drought in 1934 assisted by benefit payments and mortgage 
concessions—these are all known contributory aspects of the 
continuing weakness of his economic position. 

In manufacture, as is also known, innovation created new 
products, the demand for which was accelerated by consumers’ 
credit and repercussions from the rise in stock-market values. 
It created low costs of production. It created a sellers’ market 
by establishing a scale of production and control in relation to 
skilfully canalised demand such that it proved possible to regulate 
output in order to maintain prices,! not only during expansion, 
but also, relatively, through the worst of the depression; and the 
N.R.A. Codes, when demand began to revive, presented a blandly 
firm price front that secured the continued strength of manu- 
facturers’ control at a critical time. Industrial labour in em- 
ployment—with support from the post-war restriction of immigra- 
tion, from the accepted doctrine of high wages that persisted 
into the early years of recession, and from the deliberate aims of 
the New Deal when disaster threatened—participated in the 
relatively large real rewards of the managers and owners of 
manufacturing enterprise.” 

Although some ephemeral factors enter into this account, 
the others appear likely to conduce to the recurrence of fluctuations 
in economic activity and chronic unemployment of resources. 
In an economy like that of the United States in which the primary 
producer, dependent on foreign markets and subject to world 
competition, is of great importance, it would seem that a con- 
siderable section of the total market for consumers’ goods and 
for large classes of capital equipment must persistently tend to 
be in straits. The more favoured manufacturer also, although 
enjoying monopolistic powers strengthened by an ever-rising 

1 Professor Mills recurs repeatedly to the question of overhead charges in 
relation to short-period supply price in manufacturing industry. See especially 
chapter VI, and comments on his views in the Director’s footnote, p. 348. 

2 During the depression the relative real advantage of manufacturers was of 
course obtained only at the expense of a drastic absolute fall in their money 
income, due to the extreme contraction of output entailed by their policy of 
small price concessions, and in their real income although to a lesser extent. 
Similarly the relative real advantage of industrial labour in employment, largely 
the result of the limited decline in money wages, was obtained at the expense of 
greater unemployment, and a fall in the absolute money and real income of such 


labour as a whole. Rentiers, of course, made relative real gains, and suffered 
least in the absolute size of their money and real income. 
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tariff wall, seems unlikely to be able to find attractive openings 
for the prompt re-investment! of his monopolistic gains, since 
their continuance depends on his restricting output to conform 
with the restricted purchasing power of raw material producers. 
In the circumstances he can preserve his relative position only 
at the expense of a periodic drop in the absolute size of his real 
income and that of others. 

The clearness with which this untoward prospect emerges 
constitutes the chief interest of Professor Mills’s book. It is 
possible that a better balance of the American economy might 
be achieved by deflationary pressure through the monetary 
supply as industrial technique advances. This might improve 
distribution in general: that the real returns, not only to 
primary producers, but to the masses of unskilled labour, for 
instance, are disproportionately small to maintain potential out- 
put and employment is probable, although adequate statistical 
data are not available to establish the presumption. It is also 
possible that the production and marketing of raw materials may 
henceforward be brought within increasingly effective control. 
Admittedly the problem is world-wide, especially in view of 
prospective trends in population and the shift in the proportion 
of total effort devoted to fabrication that rising standards of 
living demand. Greater freedom of world markets might offer 
some help towards its solution. But it is worth noting that 
America’s prime interest lies in the share of world demand for 
raw materials,- especially agricultural products, that she can 
obtain. Failing a substantial and reliable increase in this respect, 
the readjustment in American production that may be required 
is likely to be greater: but in the light of recent history it is 
more than possible that a policy of isolation might do more in 
the long run to stabilise national income in the United States 
at a higher level than would an attitude of greater international 
comity. To those to whom a narrowly nationalistic view is 
repugnant this is a disquieting conclusion. 


M. Taprpan HoLLonp 
Girton College, 
Cambridge. 


1 In chapter VII Professor Mills supplies interesting information on fluctua- 
tions in investment in fixed capital (see especially Chart 14, p. 382). Two 
studies, Gross Capital Formation by 8. Kuznets and Measures of Capital Con- 
sumption by S. Fabricant, are noted (p. 380, footnote) as forthcoming. 
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Grundgedanken zu einer Theorie der stoerungsfreien Geldschoepfung. 
By F. von Havas. (Jena: Gustav Fischer. 1936. 
Pp. 120.) 

THE book is divided into two parts. In the first a short 
history of the monetary theories from Adam Smith to recent 
times is given; in the second the author’s own ideas in this field are 
developed. Owing to the lack of space, we shall here deal only 
with the second part. It must be noticed, however, that the 
Dogmengeschichte does not include, e.g., Robertson and Keynes, 
while much space is devoted to the ‘ universalists”’ Othmar 
Spann and Ottel, whose achievements in the theory of money are 
not very impressive. This is quite consistent with the author’s 
views on the task of economics as expressed, for instance, on p. 69 : 
“We shall not deal at all with such a chaos. In certain parts of 
economics one tries to gain laws from chaos without any success. 
Only the organised economy has actual laws, in the disorganised 
economy we find only fragments of laws. . . ..” 

After that it is hardly surprising that the real economic 
system is too “ chaotic ” to be inquired into by the author, and 
that in the second part of the book his interest is concentrated 
upon the “ideal” laws. The “ideal” law discovered by the 
author amounts to the rule that in an economy expanding at a 
constant rate, creation of purchasing power at the same pace is 
necessary in order to maintain the price level, and thus to avoid 
disturbances ‘‘ on the part of money.” 

The process of uniform expansion is represented by the author 
as follows. He divides the time into periods equal to the life-time 
of working capital. Thus the objects produced in the first 
period, say, are sold only in the second one. The production of 
every period is financed by the Central Bank, which “‘ advances ” 
the corresponding wages, interest and normal profits. 

The author tacitly assumes that all these incomes are spent 
entirely during the same period on finished products : on consump- 
tion goods or (the savings) on fixed capital. Since the incomes 
earned in the second period buy the goods produced in the first, 
and the output is continuously expanding, the prices are greater 
than costs (inclusive normal profits), and the difference creates 
what the author calls the entrepreneurs’ gain. (It is easy to see 
that the total: amount of “ entrepreneurs’ gain ”’ is equal to the 
increase of working capital.) 

The author is quite unaware that the above does not con- 
stitute an adequate description of the mechanism of uniform 
expansion. He attributes this expansion to some “ real ”’ factor, 


= 
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as, for instance, the increase of population. But how will the 
new workers be set to work? For the willingness on the part of 
the Central Bank to grant increasing credits does not solve the 
problem, as the entrepreneurs must, in addition, be induced to 
take them. Since the author has assumed that the investments in 
fixed capital are defined by savings out of “normal incomes ” 
(wages, interest and normal profits), a suitable rate of interest 
can hardly encourage the demand for credits. And the author 
really does not consider its level relevant to the mechanism of 
expansion (p. 116). 

In order to understand this mechanism it is necessary to 
discard the author’s artificial and unrealistic assumption that the 
savings out of ‘‘ normal incomes ”’ define the investments in fixed 
capital. (This assumption is based on the erroneous, though wide- 
spread view that if savings are used for the purchase of securities, 
a demand for a corresponding volume of new investment goods 
arises automatically.) The volume of investment (per unit of 
time) is determined by the prospective yield and the rate of 
interest, and it “‘ forces ’’ the amount of saving always to be equal 
to it in value. (Precisely in the same way as in the argument of 
the author, the increase of working capital creates the ‘‘ entre- 
preneurs’ gain”’.) It is easy to see that, supposing a constant 
percentage of income is saved, the total output will expand by 
a per cent. per unit of time if the investment increases at this 
rate. Thus to secure the expansion at a given rate a, the rate of 
interest must be such as to keep the rate of increase of investment 
equal to a. Only in this way is it possible for the Central Bank 
to maintain the uniform expansion of the economy (although 
sometimes a negative rate of interest may be required). 


M. KALeckI 


Deficits and Depressions. By D. T. Smita. (New York: John 
Wiley. London: Chapman & Hail. 1936. Pp. vii + 264. 
12s. 6d.) 


Serious budget deficits are almost unavoidable in times of 
depression. It is only in rare cases that the budget is deliberately 
unbalanced in the interests of recovery. Much had been written 
about the relation between Government borrowing and _ fluc- 
tuations in business activity before the recent slump; and the 
intricate problems of war finance, for example, had certainly 
been elucidated by several economists. The last depression, 
however, seems to have aroused particular interest in the part 
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which the Treasury can play in initiating a general recovery 
policy. Dr. Smith’s book explores some of the related theoretical 
problems and explains the facts concerning the position of the 
Treasury in relation to the Banks and the business community 
in the United States. 

Dr. Smith does not approach the problem with any particular 
theory of the trade cycle.in mind. He seems to be sceptical of 
any explanation which is hailed as the theory of fluctuation, and 
is convinced that “‘ a general theory of unbalanced budgets is 
as meaningless as a general theory of the cycle.” Extraordinary 
outlays by the State to mitigate depression are classified into 
three groups: first, those which are a direct addition to con- 
sumers’ purchasing power; secondly, those which strengthen the 
foundations of private credit; and thirdly, ‘“ those designed to 
remove underlying disequilibria other than purchasing-power 
deficiency.”” Examples of this third category would be the 
purchases of agricultural land by the Government in order to 
remove it from cultivation or the proposal of the Business 
Advisory and Planning Council of the Department of Commerce 
for Treasury loans to encourage industry to decentralise. 

Much of Dr. Smith’s book is taken up with discussions of the 
first two groups of expenditure, and they are accompanied by a 
useful survey of ordinary Treasury operations under the Federal 
Reserve System. The author makes an interesting reference to 
the statistics of the geographical movement of funds on Treasury 
account. When receipts and expenditures in the separate 
Federal Reserve districts do not balance, there is a flow of funds 
from those districts with a surplus to those with a deficit. Par- 
ticulars of these transfers, which are effected by the Federal 
Reserve Banks through the gold settlement fund, are published 
every week by the Reserve Board. Dr. Smith regards these 
movements of funds as an important aspect of the “ inter-district 
balance of payments ’’; and over the last few years the figures 
point clearly to ‘“‘ the generally advantageous effects of Treasury 
operations in easing those sections which were under pressure 
and which, without the benefit of Government transfers, would 
have been under an even greater strain.” 

When he comes to the theory of public works the author is 
overwhelmed by the diversity of testimony, and he does nothing 
more than present, in quick succession, familiar observations on 
the ideas of Keynes, Kahn, Hawtrey, Hayek, Pigou, and Snyder. 
There is very little that is constructive in what he has to say. 
It is not helpful to be told that a deficit policy “cannot be 
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continued indefinitely.’””’ An important question, which is not 
discussed in this book, is whether under-balancing in the short 
run cannot be offset by over-balancing in a subsequent period. 
Dr. Smith need not have been so terrified of ‘the very great 
danger that a democracy may spend itself to death, as it were, 


once it departs from a balanced budget.” 
BRINLEY THOMAS 


London School of Economics and 
Political Science. 


International Monetary Issues. ByC.R.WuitttEsey. (London: 
McGraw-Hill. 1937. Pp. 239. 15s.) 

Easy Money. By L. D. Ente. (London: Yale University 
Press (Oxford University Press). 1937. Pp. 183. 8s. 6d.) 

Banking and the Business Cycle. By C. A. Puturres, T. F. 
McManus and R. W. Netson. (New York: The Macmillan 
Co. 1937. Pp. 274. 10s. 6d.) 


PROFESSOR WHITTLESEY’S book began “as a study of the in- 
ternational aspects of money,” but he suspects that it will appear 
to many “ to have turned out to be a tract against the gold stand- 
ard.” Infact, most of the book is a careful and detailed critique 
of the various arguments which have been urged in favour of the 
gold standard. Devotion of the greater part of the book to this 
old topic can be justified not only by its topical importance, 
but also by the thoroughness with which the author has expressed 
the extent to which protagonists of the gold standard are apt 
to shift their assumptions when comparing the gold standard 
with independent currencies. The unfairness of the comparison 
has been most blatant in arguments based on historical experience : 
“Paper . . . is historically a foul-weather standard and, in con- 
sequence, is judged by its performance when conditions are at 
their worst. Instead of the gold standard being condemned 
because it has broken down repeatedly, this fact has been to its 
great advantage, for it has meant that when the going got really 
bad, gold was not on hand to receive its share of the blame, while 
in its place was that ever-ready scapegoat, paper.’’ Moreover, 
paper has always been regarded as a makeshift. Non-historical 
arguments likewise the author finds sadly wanting: “ All the 
arguments for the gold standard amount to very little more than 
a rationalisation of that preference.’’ Quotation of these sen- 
tences must not be allowed to leave the impression that the book 
consists of mere obiter dicta. The whole is carefully argued, 
the survey of the relative advantages of the gold standard and 
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independent currencies in facilitating foreign trade and foreign 
investment being particularly valuable. The book lacks the 
punch of the more spectacular pamphlets, but it merits the 
attention of all those who are still under the influence of the gold 
standard “ fetish.” 


Mr. Edie’s Easy Money is a tract for the times, short, forcefully 
and attractively written. Most of his space is devoted to a critique 
of cheap-money policies. Mr. Edie has views of his own, and more 
definite scepticism about other people’s views. But there is no 
pontifical pedantry, no rough throwing aside of competing views 
(apart perhaps from the summary dismissal of Mr. Keynes on 
pp. 172-4). 

On the main topic the burden of Mr. Edie’s discussion is that the 
currency breakdowns into which Great Britain and America were 
forced (the latter by the burden of farm debt) opened up the 
possibility of cheap money. The Governments were.quick to see 
their advantage in cheap money, and America particularly has 
been increasing the Government debt at very low interest rates. 
Now comes the complaint: the Governments have become so 
enamoured of the budget advantages of low rates that they are 
maintaining cheap money far ‘“‘ beyond the point where it has any 
economic necessity.” Mr. Edie advocates “restoration of 
flexible interest rates. There is a time for cheap money and a time 
for deat money.” Now, it is possible that his indictment of the 
continued cheap-money policies is unjustified. In Britain, 
for example, the authorities may be prepared to raise interest 
rates, but do not believe that the time has yet come. Alterna- 
tively, one may take the view (though this, Mr. Edie would reply, 
is slavish following of Mr. Keynes !) that higher interest rates are 
not a useful method of checking the boom : they may simply make 
a slump inevitable. In America the recent action of the Federal 
Reserve System in confirming cheap money is not necessarily 
to be interpreted as a sign of subordination to the needs of Govern- 
ment debt policy: it may be that the authorities are disturbed 
by the Stock Exchange slump. In any case the common objec- 
tion to the gold standard is not that it may involve us in dear 
money, but that it would make the timing of dear money depend- 
ent on the external instead of the internal situation. Neverthe- 
less, Mr. Edie’s point is well worth making. There is from time to 
time serious ground for suspicion in this country that Treasury 
ascendancy may be exercised to keep interest rates down purely 


for the sake of facilitating Government debt operations. Anyone 
No. 188.—voL. XLVII. 3B 
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who calls attention to this danger may be excused an occasional 
misinterpretation of the motives of secretive authorities. 

Apart from his main argument, Mr. Edie has made some 
good points in his general commentary on monetary affairs of 
the moment, though we may not always agree with him. He 
believes “‘ that the propaganda about inflation has been exagger- 
ated and has misled public opinion ”—in particular, he suggests 
that the American banks may have been obliged to raise their cash 
ratios by the necessity of maintaining some sort of traditional 
relationship between their share capital and their deposit liabilities. 
In his commentary on the Exchange Equalisation Funds he 
criticises the secrecy and, what I believe has not been done before, 
pillories the authorities for choosing to lift the veil to the extent 
of announcing that the Funds have been profitable: ‘‘ By teaching 
the public always to expect them to make a profit, they set up 
false standards of appraisal of their own accomplishments.” 
Incidentally, the secrecy of the English Account may perhaps 
be held responsible for Mr. Edie’s lapse from accuracy on p. 116, 
where he forgets that the ease with which the English Account 
was floated was due to its being floated on a rising market. But 
Mr. Edie has generally maintained a high standard of accuracy 
and fairness of comment. 


Banking and the Business Cycle, by Messrs. Phillips, McManus 
and Nelson, is another tract for the times. It argues that the 
boom of the ’twenties was based on an enormous inflation of bank 
credit, and suggests that the reserve position of American bank- 
ing to-day is such that another boom and resounding crash may be 
expected. Chapters have apparently been written independently, 
so that there is a good deal of overlapping. But how one wishes 
that the economic system really worked with the sweet simplicity 


in which it is garbed in this volume ! 
R. 8. SAYERS 


Pembroke College, 
Oxford. 


An Essay on Economy and Value. By A. L. Macriz. (London : 
Macmillan. 1936. Pp. xii-+ 152. 7s. 6d.) 

LIKE so many of us, Mr. Macfie has been stimulated, 
to some extent into opposition, by Professor Robbins’s The 
Nature and Significance of Economic Science. His book is a 
courageous attempt to link up the modern theory of value and the 
methodological inquiries which revolve round it with the difficult 
problems of a general philosophy of value. 
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Mr. Macfie, while accepting the “scarcity” definition of 
economics, objects, rightly, to the formulation that economics is 
concerned only with means, and not with ends. But he does not 
use these terms precisely enough himself. Means and ends are 
correlative concepts, and there are problems of choice to which 
neither is applicable. Thus, if one wishes to be in two places at 
once, it is surely better to speak of empirically (as opposed to 
logically) incompatible plans than of conflicting ends and of time 
(or space ?) as a scarce means. 

So far Mr. Macfie’s divergence from Professor Robbins is only 
terminological. But having argued that economics studies the 
relation between different ends, he proceeds to urge that there is 
a specifically economic end, and that economics is a normative, 
as well as a positive science. This is a divergence not only of 
words, but also of substance, and it merits closer examination. 

For Professor Robbins pure economics is the logic of choice. 
It is neither a positive science, showing how people behave, nor a 
normative science showing how they should behave in order to 
realise an ideal recognised as valuable in itself, but a deductive 
science, the application of formal logic to a situation accepted 
hypothetically as possible and formalised to cover if not all, at 
least many cases of rational behaviour. The only positive element 
in pure economics so regarded is the general presumption that 
rational choice between alternatives, in the form of ‘‘ more or less ”’ 
which is appropriate to mathematical treatment, does actually 
determine prices. 

Against this Mr. Macfie urges that rational behaviour is pur- 
posive, that purpose involves an ideal or value, and that the value, 
though also often a fact, is much more than a fact. The subject- 
matter of economics is therefore not purely positive, and economics 
is not only a positive, but also a normative science. As such it 
* defines an end and works out the logical relation of the facts to 
the end.” An end is an experience which is good in itself. 

This represents, first, a welcome shift of emphasis from the 
implications of rationality to the nature of rational conduct 
itself. Economics must employ formal logic—not only as the 
physical sciences do, to establish its own consistency, but also, if 
economic behaviour as well as economic science is to be defined as 
rational, to explicate consistency in the object studied. But 
economic theory studies not rationality or thought as such, but 
primarily, will. It is therefore comparable not to logic or 
mathematics, but to other sciences of human volition. Trans- 


lating Mr. Macfie’s argument into another terminology, we should 
3B2 
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say that economics is a Getsteswissenschaft, concerned primarily 
to construct ideal types and to determine their field of applic- 
ability, and not to shake out implications or clarify concepts by 
saying the same thing over and over again in different words. 

On the other hand, Mr. Macfie denies that economics is 
parallel to, or a part of, psychology. He asserts that, while 
psychology studies volition only as fact, economics explicates 
also the value of the norm itself. The normative science of 
economics is a branch of social ethics. 

The economic norm is the organising principle of rational 
behaviour. It is the ideal of avoiding waste by equating satis- 
factions at the margin. This norm is not a hypothetical, but a 
categorical imperative. Further, it is not an obligation competing 
with others, but the organisation of the whole system of ethical, 
esthetic, and other obligations. Its value is not that of one 
experience as opposed to others, but of the experience harmonising 
experiences which have value in themselves. Like all imperatives, 
its validity is known a priori. 

Now, I agree substantially with Mr. Macfie’s description of 
the economic norm and of its place in the hierarchy of values. 
But he does not analyse at all the two really fundamental problems. 
First, have judgments of value scientific validity, or do they 
appeal only to practical reason? Secondly, should normative or 
welfare economics take its standards from a philosophy of value, 
or from the judgments of value implicit in the behaviour studied 
by positive economics ? 

Lastly, Mr. Macfie seeks analogies to the economic principle 
in the esthetic sphere (“‘economy ”’ as opposed to diffuseness) 
and in the moral sphere (justice or “‘ the mean ”’). Economy is the 
mean between judgment and enthusiasm for the valuable. 

These analogies are interesting, but they will not really hold 
water. The economic situation implies that we should like more 
of everything. On economic grounds the young man of Japan 
would be above criticism, whose verses would rhyme but not scan, 
because, as he put it, “‘ Well, you see, I always try to get as many 
words into the last line as I possibly can.”’ Similarly, the ethical 
man cannot wish to be both more severe and more lenient. 
Moral choice is between contradictory, and not merely incom- 
patible alternatives, though it may, of course, involve economic 
choice too. 

Mr. Macfie has written an engaging book, but precision is not 
his strong point. Why must he make it difficult to locate his 
divergence from contemporary opinion by criticising in Chapter I 
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an old-fashioned version of utility and mentioning Dr. Hicks’s 


article only on p. 137 ? 
ALFRED W. STONIER 


University College, 
London. 


The Economics of Consumption. By C.S. Wyanp. (New York : 
The Macmillan Company, 1937. Pp. ix + 565. 15s.) 


Tuts book sets out to survey the part played by the consumer 
in determining the stability of the economic system. It is divided 
into four parts. The first section, which is by far the weakest, 
seeks to review the shortcomings of the American economy and to 
relate to them the conduct of the final consumer. In its course the 
author exhibits a remarkable capacity for holding simultaneously 
a fairly wide range of scarcely compatible theories of the trade 
cycle, and fails adequately to distinguish between the results of 
inadequate purchasing power accruing to the consumer, of the 
propensity to save income in excess of the proportion compatible 
with full employment, and of the unwise or ill-informed choice 
of avenues of expenditure. But his conclusions are more accept- 
able : he considers that the most serious obstacles to a maximum 
of economic well-being are those resulting from the falling rate of 
return to capital in a rich and fully-employed community 
(leading to inadequate investment), caused in part by the rapidly 
declining marginal utility of any one class of goods subject to 
mass-production, and complicated by the effects of imperfect 
competition. 

The second and third parts of the work, devoted to analysing 
the psychological and institutional factors determining the 
exercise of consumers’ preferences, form a valuable addition to 
the literature of descriptive economics. This is especially true 
of section three, which ranks with Baster’s Advertising Reconsidered 
as a well-documented exposition of imperfect competition in 
action. It also passes in review the constitutions and activities 
of the private and semi-official institutions now at work in the 
U.S.A. upon the task, sadly neglected in Great Britain, of formulat- 
ing retail standards and providing advice for the consumer. 

The last section, ‘‘ Planes of Consumption,” applies sociological 
criteria to collections of family budgets from the U.S. It also 
includes a very valuable criticism of the assumption that one can 
argue from ‘“‘ adequate ”’ budgets, via prices, to representative 
standards of living, in the presence of conditions denoting a very 
imperfect retail market. Finally, it re-emphasises the importance 
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of intelligent consumers’ choice as a determinant of the standard 
of living. 

In general, the principal defect of the work lies in the weakness 
of its theoretical passages, a weakness leading, as always, to 
undue prolixity. Indeed, the frequent loosely-phrased juxta- 
position of “ scarcity and abundance,”’ without reference to those 
specific conditions in which resources may be unemployed, is 
the book’s greatest individual fault, and one liable to blind the 
hasty and academic reader to its many virtues. The most 
considerable of these is the careful marshalling of facts which 
are relevant and, to the English reader at least, for the most part 
new. Moreover the appendix—the text of a proposed Act 
setting up a Department of the Consumer entrusted with the 
protection of the retail customer against misrepresentation, 
adulteration and fraud, drawn up by Oscar 8. Cox (Assistant 
Corporation Council of New York, acting for Consumers’ Research 
Inc.)—is of the greatest interest to those in other countries who 
are concerned with the problem of combining free consumers’ 


choice with the minimum of distributive waste. 
Henry SMITH 


Ruskin College, 
Oxford. 


An Introduction to the Theory of Statistics. By G. Upny YULE 
and M. G. Kenpatui. (London: Charles Griffin. 1937. 
Pp. xiii + 570. 21s.) 

Mr. YULE described his classic Introduction to the Theory of 
Statistics (1911) as “a systematic introductory course on statis- 
tical methods suited to those who possess only a limited know- 
ledge of mathematics.” Subsequent advances in statistical 
theory have been, for the most part, of a severely mathematical 
nature, and the students whom Mr. Yule had in mind are neither 
able to follow the developments nor wholly satisfied with simple 
accounts of what has been done. Such students can now turn, 
with pleasure and profit, to this new edition of the Introduction, 
completely revised and extended to nearly twice the size of the 
first edition. The deletions and changes in the original text 
are of relatively minor importance, so well has it stood the test 
of time. The additions include a very successful attempt at 
providing a sound introduction to the new methods without 
imposing too great a strain upon the resources of those with 
limited mathematical equipment. 

The first sections (attributes and frequency distributions) 
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show little change, but a new chapter on moments of frequency 
distributions is introduced, and the account, of the Binomial and 
Normal Distributions, which was originally inserted in the later 
work on sampling, is now wisely brought in at an early stage 
and extended by an excellent treatment of the Poisson Distribu- 
tion. The following chapters on correlation are re-arranged to 
advantage, and new matter, on (e.g.) the correlation ratio, the 
rank correlation coefficient and intraclass correlation, is added. 
The concluding sections, on the theory of sampling, are greatly 
expanded. A valuable introductory chapter, dealing with the 
general nature and technique of sampling, is now followed by a 
fuller treatment of the theory of large samples, and new chapters 
on the x” test and the modern theory of small samples. Another 
additional feature is the useful set of short tables, given in an 
appendix, for the normal curve, the x? integral and the ¢ and z 
distributions. 

Most of the work of revision and extension has been under- 
taken by Mr. Kendall, and both he and Mr. Yule are to be con- 
gratulated upon the excellent result of their collaboration. The 
book is well produced and clearly arranged, and a first reading 
has revealed only one serious misprint, an obvious slip in the 


formula for the normal curve (section 10.18). 
R. G. D. ALLEN 


London School of Economics. 


Kapitalbildung. By J. Marscuaxk and W. LepERER. (London: 
William Hodge. 1936. Pp. viii + 315. 10s. 6d. paper, 
12s. 6d. cloth.) 


An English publisher has undertaken the production of this 
book in the German text as written for appearance in the series 
of publications of the Heidelberg Institute fiir Staats- und Sozial- 
wissenschaften. Our thanks are due to everyone concerned, for 
the work is an important contribution to our knowledge of capital 
accumulation. Information is collected from a great variety of 
sources, set out in a uniform manner and subjected to analysis 
and interpretation. 

The general reader will be greatly interested in the sections 
which describe the statistical material used and present the main 
results. The figures relate to the important period between 1925 
and 1930 in six countries: U.S.A., Great Britain, France, Ger- 
many, Holland and Switzerland. Capital formation is viewed 
from two angles: from the side of savings (including undis- 
tributed profits, savings deposits, mortgages and so on), and 
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from the side of production (output of capital goods and stocks). 
Tables MVII and MXI give the broadest results of the estimates 
on the savings side, the former showing the distribution of long- 
period capital formation by the different sources, and the latter 
giving the proportions of long-period, short-period and overseas 
capital accumulation. Table MXIV analyses the estimates on 
the output side according to the different kinds of capital goods 
produced. The comparison of the estimates from the two sides 
in individual years (Table MXX) is important for trade-cycle 
analysis, even when allowance is made for the gaps in the in- 
formation at present available. Tables MXVI and MXIX com- 
pare the situations in the pre-war and post-war periods, and 
bring out the relation of capital formation to national income. 

Detailed accounts of the computation of the estimates and 
of the sources used in the various countries are given in the con- 
cluding sections of the book. It is clear that the estimates for 
Great Britain depend, to a considerable extent, upon the work 
of Mr. Colin Clark. In particular, the authors are able to give an 
unusually reliable calculation of capital formation from the output 
side, making use of Mr. Clark’s analysis of the production censuses. 
Much of the necessary information is lacking in other countries. 

The exposition, as a whole, is remarkably clear in view of 
the extraordinarily complicated and diverse nature of the material. 
Some of the tables are involved and difficult to follow at first 
sight, and the extent of the possible error in the estimates, 
though explained at some length, is not always readily grasped. 
One or two misprints are to be found, e.g. the omission of the 
minus sign in item 7 for 1930 on p. 182. 

Dr. Marschak contributes a brief but excellent introductory 
analysis. He clarifies the theoretical problem by making essential 
distinctions and by analysing the factors on the demand and supply 
sides of the capital market. It is important to notice, for 
example, the stress he lays on the effect of changes in the national 


income on capital formation. 
R. G. D. ALLEN 


London School of Economics. 


Les Variations du Mouvement Saisonnier dans lV Industrie de la 
Construction. By H. MENDERSHAUSEN. (Geneva: Georg, 
1937. Pp. 209. Frs. Sw. 6-0.) 

Dr. MENDERSHAUSEN, of Geneva University, combines in this 
book the description of an original method of analysing changing 


1 A few of the estimates quoted have been modified slightly in Mr. Clark’s 
recent book on National Income and Outlay. 
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seasonal variations with its application to a practical problem 
—that of seasonal variations in the building industries of European 
countries. Existing methods of analysing changing seasonals 
(such as those of Kuznets and Wald) are not adequate when the 
changes are great and irregular (as happens when climatic factors 
are important), and when they affect both the pattern and the 
intensity of variation. 

The principle of Dr. ‘Mendershausen’s method of seasonal 
analysis is to discover—by hypotheses based on realistic research 
—what independent factors in practice affect variations in the 
seasonal movement, and to estimate their importance by multiple 
correlation. The material used for the dependent variable is 
the “‘ degree of occupation ”’ (based on the percentage unemployed) 
in the building industries in Great Britain, Germany, Denmark, 
Holland and Belgium. The preliminary research revealed the 
alarming total of fifteen possible factors affecting the seasonal 
movement. Many of these, however, are not measurable, and 
for others adequate data are not available. Eventually the 
measurable independent variables were reduced to the cyclical 
and the meteorological. The cyclical position is measured by the 
activity of the industry in the “ between-season ” months, the 
meteorological factor is taken to be the average monthly 
temperature. 

Dr. Mendershausen puts forward his results with considerable 
modesty, and is the first to emphasise that they are first approxi- 
mations and that a regrettably large proportion of his correlation 
coefficients are non-significant. But so far as they go, the sig- 
nificant conclusions are remarkably interesting, and not without 
practical importance. Thus in Great Britain, just over half the 
changes in seasonal variations in winter are due to the two factors 
taken into consideration, but in Germany three-quarters. 
Changes in temperature affect the intensity of seasonal variation 
in Great Britain most in February, while in December and 
January cyclical factors are more important. In Germany, on 
the other hand, cyclical factors play the chief part throughout. 
Among the different occupations in the building trade, painters, 
as is well known, suffer most from seasonal variations; this is 
not due to temperature, however, and only partly to cyclical 
factors. Custom, it may be presumed, is mainly responsible. 

The employment series used are all in percentages of the 
numbers available for work. This introduces another variable 
ignored by the author—namely, changes in the total available for 
work (in Great Britain, in the number of insured persons in the 
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building trades). Since changes in this variable are connected 
with changes in the cyclical position, they will certainly affect 
the calculations of the relative importance of the cyclical factor. 

The methods evolved by Dr. Mendershausen obviously deserve 
to be applied in other cases. They are hardly suitable for general 
use in the elimination of seasonal movements, not only because of 
the amount of work involved, but also because the formulation 
of the necessary hypotheses for calculating the regressions involves 
considerable practical study of every individual series. So far 
as the British building industry is concerned, too, the changes in 
seasonality are so small—relatively to those in other countries— 
that the final results do not appreciably differ from an analysis 
based on a stable average seasonal variation. Some acquaintance 
with the general principles is, however, indispensable for the 
detailed examination of any strongly marked seasonal movement. 

C. T. SAUNDERS 


Analisi sui prezzi in Italia dal 1901 al 1932. By D. TENDERINI. 
(Padova: Cedam. 1936. Pp. 118.) 

Contributo allo studio della vischiosita dei prezzi delle merci. 
By G. VERoNESE. (Rome: Rivista “ Commercio.” 1937. 
Pp. 125.) 

THESE two books, or rather pamphlets, can be conveniently 
read together. The first emanates from the Faculty of Economics 
and Commerce of Venice, Institute of Statistics; the second from 
the Confederazione Fascist’ dei Commercianti of Rome, and 
contains as its foreword the quotation (freely translated) 
“ Statistics is not pessimistic nor optimistic, and cannot serve 
any preconceived thesis. Its standard should be the full truth, 
whether it is pleasant or unpleasant. Only on this condition can 
it fulfil its high educational and moral function for individuals 
and the nation.” While the purpose of the Venetian analysis 
is to study the behaviour of wholesale prices in general, that of the 
second is mainly to examine the relation of retail prices, com- 
modity by commodity, to the corresponding wholesale prices. 

The work of D. Tenderini follows the lines of previous studies 
on the same subject, but involves originality of treatment, and a 
critical selection of the most informative and precise measurements. 
It is well illustrated by diagrams, which show the changing dis- 
persion of prices over a series of years. The price relatives in any 
year form a group which is approximately normal, especially 
when the asymmetry is diminished by using a logarithmic scale. 
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The dispersion naturally increases with the flux of years, except 
when a fall follows a rise of prices. The author argues that for 
separate groups of commodities the index-numbers tend to loose 
their significance as the distance from the base year increases, 
and may lose all of it if the relative dispersion passes a certain 
limit. It would have been valuable to test this more closely 
by using weighted index-numbers, instead of unweighted, and also 
to have used Irving Fisher’s or other cross-weighting formula to 
test whether a satisfactory measurement could be found for such 
groups as textiles or metals. In fact the whole treatment involves 
the conception that the price series selected are random samples 
of an indefinite number of such series, so that objectivity tends to 
be lost, and a very large number of series is necessary for precision. 
Nevertheless this brief study forms a substantial contribution to 
an interesting and important problem. 

Professor G. Veronese deals with wholesale and retail prices 
of food and wine only, and confines himself to the years 1929 to 
1934, for which period data are available for ninety towns and 
every fortnight. Unfortunately he nowhere sets out any clear 
definition of his measurement of viscosity that can be related to the 
other statistics given. It appears to measure either the change in 
retail price of a food as a proportion of the change in the wholesale 
price, or the change in the proportion that retail prices bear to 
wholesale prices. The viscosity is low for sugar and high for 
wine. In the case of sugar the retailer sacrifices his profit; ‘i 
commercianti tengono questa merce solo per poter rispondere a 
tutte le esigenze dei clienti, senza per questo realizzare un netto 
guadagno.”’ Besides this special analysis there are other studies 
of the relative behaviour of retail and wholesale prices, and since 
this subject has received generally insufficient attention this little 


book has some general importance. 
A. L. BowLry 


Location Theory and the Shoe and Leather Industries. By E. M. 
Hoover, Jr. (Harvard University Press; Oxford University 
Press. 1937. Pp. xvii + 323. 15s.) ; 

StncE 1909 the influence of Weber has been dominant in 
studies of location, and Mr. Hoover starts from the familiar 

Weberian formulations, as modified by Palander. Assuming 

a given distribution of natural resources and markets, the location 

of the extractive industries becomes a matter of transport costs. 

Manufacturing industries can then be treated in terms of 

“‘ transport-orientations ”’ according to the positions of materials 
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and markets. Here Weber’s emphasis on materials is corrected 
by analysis of market areas, on lines suggested by Professor 
Fetter. The chief tool is the isotim, a “ contour line connecting 
points of equal delivered costs.’ Systems of such contour lines 
can be drawn on varied assumptions. Differences in production 
costs (such as those due to labour differentials) can also be 
incorporated by observing the effect on such locational figures, 
while the Weberian isodapane is a supplementary tool used 
in this connection. Economies of concentration must be con- 
sidered in their effects on orientations determined by these 
other factors, and here the concepts of market areas and “‘ margin 
lines ” can be used for the analysis. Mr. Hoover, in developing 
an analysis along these lines, throws light on a number of difficul- 
ties, and provides some novel and illuminating details of analysis; 
but it cannot be claimed that there is here a comprehensive 
theory of location. Some of the fundamental questions (such 
as the determination of an “initial ”’ distribution of population) 
remain unanswered ; there is still present, although in less degree, 
the main flaw of Weber’s theory—the assumption as given of 
too many of the factors which a complete theory should explain. 
Valid within its limits, the theory still explains only some aspects 
of location. 

In the realistic analysis of the two industries treated there is 
a wealth of material, and the important factors emerge very clearly 
from a framework of historical description. In tanning, there 
is the evolution from a small-scale and local, to a large-scale and 
concentrated, industry, as the materials and markets change in 
character and location. To the general picture, however, cal- 
culation of the coefficients of the general analysis (largely based 
on those calculated by Link for the German industry in 1913) 
add but little. They are necessarily inexact, and lead to con- 
clusions the same as those derived from the broader description, 
while in themselves they do not provide a sufficiently firm basis 
for generalisation. 

This becomes more obvious in discussing the shoe industry. 
It is possible, for example, to calculate an approximate average 
figure of the number of ton-miles which would, under certain 
conditions, offset a given variation in labour costs. An average, 
however, is of little value in analysing a locational pattern, and 
conditions may vary, so that the only conclusion reached is that 
labour costs are usually more important than transport costs; 
this can be reached on much less laborious, and less tentative, 
grounds, Part of the difficulty is, of course, due to the relative 
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paucity of data; but part is inherent. Thus Mr. Hoover’s main 
conclusions are arrived at by different methods, by study of the 
detailed effects of changes in markets, marketing methods, 
material supplies, technique, supplies of labour, and other factors, 
all in an historical setting of a developing industry. The result 
is a clear and illuminating picture of the causes and processes of 
locational change. 

A final chapter returns to the general theory, and stresses 
the need for a “ short-run ” analysis. It is precisely this which is 
ignored in the formal approach of the Weberian type; the stress 
is well placed, but it seems clear that new methods of analysis are 
needed if the result desired is to be achieved. 

S. R. Dennison 
The University, 
Manchester. 


Industrial Art in England. By N. Pevsner. (Cambridge Uni- 
versity Press. 1937. Pp. xi-+ 234. 16s.) . 

Does good or bad design concern economists in their pro- 
fessional capacity? When the Exhibition of Art in Industry 
took place at Burlington House in 1935, distinguished Royal 
Academicians, no less than Board of Trade spokesmen, were 
heard to allege that British export trade would be increased and 
unemployment consequently reduced if British manufacturers 
improved the esthetic quality of their wares. We may doubt 
the validity of that argument. If we accept as bad design what 
is generally condemned by the majority of our best artists and 
art critics, then we must judge the standard of public taste to be 
about as low as that in Britain in practically every country in 
the civilised world—with the exception of certain parts of Europe 
which did not offer, in the international trading conditions of 
the 1930’s, a large and potentially expanding market for British 
artistic goods. ‘90 per cent. of British industrial art is devoid 
of any artistic merit,” says the author of this book, but he 
“does not know of any modern country where the majority of 
industrial products is not deplorably bad in design.” 

Dr. Pevsner courageously makes his own standpoint quite 
clear at the outset of his thesis; it is an ethical, not an economic 
standpoint; and the book, written with the care and precision 
of a scholar, is animated throughout by the zeal of a second 
Ruskin. ‘“ A pressed glass bowl trying to look like crystal, a 
machine-made coal scuttle trying to look hand-beaten, machine- 
made mouldings on furniture, a tricky device to make an electric 
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fire look like a flickering coke fire, a metal bedstead masquerading 
as wood—all that is immoral. . . . And so is all showy, pompous, 
blatant design. . . . Pleasure in vulgar and boastful design is 
largely accounted for by the universal and irresistible longing for 
escape. . . . The question of design . . . is an integral part of 
the social question of our time. To fight against the shoddy 
design of those goods by which most of our fellow-men are 
surrounded becomes a moral duty.” 

Nor does Dr. Pevsner hold out any illusory financial carrots 
to the manufacturer donkey. He makes good design a matter of 
business morality not of commercial advantage. “It is a mis- 
take . . . to lure manufacturers into improvements of design by 
promising them miraculous sales. ... There are some cases 
where things have happened like that . . . but these are rare 
exceptions. . . . The question should be put differently right 
from the outset. Manufacturers and distributors ought to 
endeavour to keep sales steady and yet to improve design. . 
What is required is that they may begin to see the existence of 
two equal duties in their lives: one towards their private firms, 
their families, their incomes, and one towards the community.” 

It is this downright ethical attitude to industrial zsthetics 
which makes Dr. Pevsner’s book so much more interesting than 
a good many of the recent exhortations to manufacturers and 
traders on the value and virtue of art in industry. 

A review in the Economic JoURNAL is not the place in which 
to appraise Dr. Pevsner’s argument for the acceptance of objec- 
tive standards of good and bad design, and his own modest but 
well-founded claim to be among the judges. Nor, here, can one 
summarise and criticise the esthetic judgments which he delivers, 
with vigour and even severity, on a large variety of objects, 
including motor-cars and saucepans, as well as textiles, pottery, 
and glass. It can only be noted that he spent two years of 
careful inquiry, and visited 149 factories, 15 department stores, 
and 17 designers, before recording his painful observation, quoted 
earlier in this review; while his previous Continental experience 
leads him to the further conclusion that “the aim of any 
campaign for better design can only be to reduce the percentage 
of objectionable goods from 90 to 80 or perhaps 75 per cent.” 
But he believes that aim to be worth fighting for. 

It is not out of place to refer to some of his conclusions on 
economic factors in the making of good and bad design. 

Expect improvement in design in a period of slump rather 
than of boom; because hard times tend to shake the manu- 
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facturer out of the rut along which, in times of prosperity, the 
welcome pressure of orders seems so easily to propel him. There 
is no doubt that British industry lent a more favourable ear to 
its artistic critics during the years 1930-5 than it did during the 
preceding five years; and one might argue that the inferior 
design of the mid-Victorian epoch was in part, at least, due to 
the manufacturers’ prosperity. But neither Dr. Pevsner nor the 
reviewer would wish economists to treat this as an argument for 
acquiescence in another great slump ! 

Dr. Pevsner acquits the mechanisation of industry and the 
development of mass-production as being in itself inevitably 
responsible for a depreciation of the esthetic value of the goods 
made. He points out that the firms, which concentrate on pro- 
ducing a large quantity of standardised goods with a relatively 
small variety of designs, can afford to spend more care, thought, 
and money on each design. Yet, on the other hand, such firms 
can adduce sound commercial arguments against experimenting 
in designs that are ahead of the majority taste. Is it not 
generally true, in the realm of industrial art, that the successful 
mass-producer of to-day must be an intelligent camp-follower 
rather than a hardy pioneer? Dr. Pevsner seems to admit this 
when he stresses the importance of preserving the few artist- 
craftsmen we possess. 

But the personal quality and attitude of the manufacturer 
are, he insists, more important factors in the quality of design 
than the size of his business or the economic circumstances with 
which it has to cope. Yet the economic developments of the 
past two hundred years have made a vast difference as regards 
the qualities required of the producer of industrial art. The 
old-time craftsman, who designed, made, and sold his goods 
himself direct to his public, did not need to add to his qualities 
as an artist craftsman the ability to get his ideas across to 
technicians, workmen, travellers and trade-buyers. In modern 
industry, the manufacturer, who wishes to earn praise from 
Dr. Pevsner, must not only have in himself good taste and a 
moral outlook towards the design of the goods he is responsible 
for producing,—he must have als the capacity to organise the 
effective co-operation of all the human links in the modern 
industrial chain between the artist-designer and the ultimate 
consumer. 

Let us hope that there will be more and more of such manu- 
facturers. But let us hope also that devotion to the cause of 
industrial art will serve to clarify rather than distort the per- 
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spective of their social duty as leading citizens in industrial 
communities. The esthetic standard of the public as regards 
furniture or pottery is of no great moment, so long as the material 
standard of the houses, factories and schools, in which the large 
majority lives, works and educates its young, remains so much 
more deplorable. Dr. Pevsner is right in saying that his book 
deals with esthetic symptoms of a social disorder. 
JostaH WEDGWOOD 


La réadaptation économique de la Sarre a V Allemagne (1935- 
1936). By A. ZIMMERMANN. (Paris: Sirey, 1937. Pp. 
226. 30 fr.). 

THE area of the Saar is only 1910 square kilometres, but it has 
a population of over 800,000. It is a highly industrialised and 
specialised region. During recent years its annual production 
of coal has been from 10 to 13 million tons, of which some two- 
thirds has been exported. Its annual production of steel has been 
rather less than 2 million tons, of which around 90 per cent. has 
been exported. Its imports have consisted largely of foodstuffs 
and iron ore. 

Asa Territory under the League of Nations it was courted 
by both Germany and France. It was included in the French 
customs area in 1925, and Germany virtually permitted free 
entry to Saar steel. Its trade with France was about four times 
as great as its trade with Germany. ‘This régime ceased when the 
Saar returned to Germany on February 17, 1935. The “iron 
curtain ”’ of the tariff was lowered between it and France, French 
orders for its coal and steel fell off heavily, and (owing to the 
large arrears of payments due from Germany to French exporters 
under the clearing system) only limited amounts of French goods 
were permitted to enter Germany, which now of course included 
the Saar. 

Foodstuffs from Germany, at higher prices, have replaced the 
former imports from Alsace-Lorraine. But the Saar has no 
iron ore. Nearly all the ore to make its steel comes from Lorraine, 
and it would be very difficult and expensive to substitute ore from 
elsewhere or (since the steel made is mainly basic Bessemer) to 
use more scrap. In fact, imports of ore from Lorraine have 
continued, partly under private barter arrangements. But 
where could the Saar sell more coal and steel to make up for the 
great diminution in French orders ? 

The German Government seems to have decided that at all 
costs the Saar must not suffer by its incorporation in the Reich. 
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It has taken steps to ensure that employment and output should 
increase. Special railway rates have been given to Saar products. 
Subsidies have been granted to construct pipe-lines to carry 
Saar gas long distances. Every coal-mine in Germany has had 
its quota of output reduced to make room for sales of Saar coal, 
and industries in South Germany have had to alter their equipment 
in order to use it. Similarly, Saar steel has been given generous 
quotas in the German cartels. - 

The author of this book is apparently employed by the 
French railways. He is sad at the abrupt breaking of links 
between the Saar and France, which took some fifteen years to 
forge. But he gives a most interesting and well-documented 
account of the transition. We have space to mention only one 
point of interest. After the plebiscite the French money cir- 
culating in the Saar had to be exchanged for marks at the official 
rate. Naturally people anticipated this, and there was a flight of 
actual money from the Saar. Instead of 2 to 3 milliards of francs, 
less than 300 million (roughly ten shillings per head !) were left. 
There was literally an acute shortage of money. The 900 million 
francs which Germany agreed to pay France for mines and other 
property will therefore be paid mainly not in francs, but in coal— 
two million tons a year for five years. 

In any event the Saar is a doubtful asset. The coal is in thin 
seams and the output per worker is low. Despite numerous 
experiments, it does not yield good coke. Moreover, the Saar 
is further from the main markets than the Ruhr or Lorraine. 
Only the presence of skilled workers (transforming the steel into 
more-finished products than those of Lorraine and working in 
minor industries such as glass and ceramics) enables it to 
maintain its precarious hold upon prosperity. ‘To the Germany 
of to-day, constrained by its policy to become more self- 
supporting, it is economically a liability. It drains agricultural 
products, including milk and fats, from the rest of the country; 
it must import Lorraine ore; coal and steel can be produced more 
cheaply in the Ruhr; and, one way and another, it is costing the 
Reich a good deal to maintain employment and incomes in this 
little area. Presumably the Saaropfer, as it is currently termed, 
is not considered too high a price to pay to prevent economic 
distress among the 800,000 who have returned to the fold, and to 
show the world that the Saar can be as prosperous within the 
Reich as it was under something approaching free-trade conditions. 

FREDERIC BENHAM 


London School of Economics. 
No. 188.—VOL. XLVII. 3¢ 
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The Making of Moscow. By E. D. Stmon and others. (London : 
Longmans, Green. 1937. Pp. xii + 253. 7s. 6d.) 

Coordination and Planning in the Local Authority. By H. R. 
Pace. (Manchester University Press. 1936. Pp. 427. 
12s. 6d.) 

The Ratepayer’s Money (Number One in The Town Hall Series). 
By A. Cottins. (London, Allen & Unwin. 1936. Pp. 
199. 5s.) 


Two of these books are, fundamentally, directed to gingering 
up the administration of British Local Authorities—but, strangely 
enough, they are the first two, and not the second and third. Mr. 
Collins’ book mainly accepts the situation. He is kept busy 
trying to drive in double harness two rather ill-assorted steeds. 
The purpose of the Series, according to the General Introduction, 
is “ to be attractive to the general reader, seeking to understand 
the problems around him,” and at the same time to “ satisfy 
all the needs of local government officials preparing themselves for 
advancement in the service, of those preparing to enter the local 
government services, and of university students of political science 
and administration.” 

The Making of Moscow is the result of a four weeks’ investi- 
gation of the government of the city by Sir Ernest and Lady Simon, 
Prof. Jewkes and Dr. Robson. It follows from the inability of 
any of the party to speak Russian, and from the fact (recorded 
in the preface) that they had done practically no previous reading, 
that first impressions rather than a final judgment are to be 
expected. Comparison with British conditions was plainly 
uppermost in the minds of the investigators. There is no attempt 
to appraise the development of Moscow in Russian terms. 

The plan of action was for each member of the party to 
confine him- (or her-) self to the investigation of those parts of the 
local government field with which he was most familiar. Thus 
Dr. Robson leads off with a detailed and patient account of the 
intricacies of the administrative structure, Prof. Jewkes follows 
on the industry and finance of Mossoviet, Lady Simon deals with 
education, and Sir Ernest with other functions of local govern- 
ment, particularly with housing and town planning. 

It is clear that there is much to praise and even to envy in the 
position of those who are taking part in the remaking of Moscow 
under the Ten Years’ Plan. The investigators have all been 
strongly swayed by two opposing tides—on the one hand the 
exhilaration of staying in an atmosphere where all is youth and 
enthusiasm; on the other, the haunting feeling that there was a 
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catch somewhere, not merely that it would never do for Britain, 
but that it was inconsistent with the fundamental rights of the 
individual in any society. Dr. Robson is the most whole-hearted 
in his praise, but even he admits that ‘“ the repressive side of the 
system is immensely important.” Lady Simon is delighted with 
a community which takes children seriously, but doubts whether 
it is to educate them or to make them instruments for propa- 
ganda. Sir Ernest is fascinated by the ease with which a one- 
party system can sweep away whole districts at a time (and 
perhaps other things as well)—in order to re-plan on a rational 
basis. It emerges, however, that Moscow is spared one of the 
most awkward problems of other town-planners—the difficulty 
of estimating future population. The size and population of 
Moscow are fixed in advance by the Party. Deficiencies will be 
made good from elsewhere, or surplus population removed. 
Prof. Jewkes, on the other hand, is frankly suspicious. He 
looks in vain for a rational scheme of preferences determining the 
order of investment. (It is possible that here he does not allow 
sufficiently for genuine differences in consumer’s preferences. Is 
it not conceivable that Moscow citizens prefer the prestige of 
having the grandest Metro. in the world, to better housing ?) 
But he pertinently points out, all assertions to the contrary, that 
local freedom of choice is impossible so long as uncontrolled sources 
of revenue are practically non-existent. 

It is dispiriting perhaps to turn from the Moscow Elysian 
fields to the rivalries of the gas and the electricity committee, 
and the difficulty of making all committees satisfy their under- 
ground needs at one digging up of the streets. But the more we 
rely on public activity, the more important is it that administration 
should be on a least cost basis. These matters really do need 
discussing. Mr. Page is an official in the Manchester City 
Treasurer’s office. He has made a painstaking investigation of 
the different methods of co-ordination practised in Manchester, 
comparing them with those of Birmingham, Salford and other 
comparable towns. He discusses in turn the possibilities of co- 
ordination of three different types—the effectiveness of the co- 
ordination emerging as a by-product of methods of organisation 
(through standing orders, instructions to committees and the 
relations between the Town Clerk and Committee clerks); the 
scope for practical co-ordination in the services common to two 
or more committees (through joint subcommittees, liaison 
members, etc.); and the problem of the general co-ordination of 


the services and policy of the whole council. Manchester isa good 
302 
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svarting-place for such a discussion, since it has-long devoted 
particular attention to the problem. A standing co-ordination 
committee has been working since 1920. A second (and apparently 
much more effective) economy committee was appointed in 
1930 as a result of an exhibition of striking want of co-ordination 
in the plans of different departments. In spite of these efforts, 
Mr. Page finds plenty to criticise. Although the book is addressed 
primarily to administrators, the economist alive to the importance 
of local authority action in the trade cycle will find considerable 
food for reflexion. 

Mr. Collins is an authoritative writer on matters of local 
organisation and finance. Indeed, Mr. Page makes use more 
than once of his elaborate plan for the reform of Belfast Cor- 
poration. But here he seems somewhat unhappy in trying to 
fulfill the dual purpose laid down for him. The book is an odd 
assortment of sketchy discussion on the usual local government 
topics, and technical details of the legal basis of valuation, the law 
of audit, etc. Sandwiched between a chapter on the admini- 
strative control of expenditure, and a brief account of grants in aid, 
is a useful summary of efforts made to relieve the depressed areas, 
up to the second Report of the Commissioner, in February 1936. 
As a whole, however, the book is devoid of interest for economists. 

Ursuta K. Hicks 
Cambridge. 


Report on the: British Social Services. By “ P.E.P.” [Political 
and Economic Planning, 16 Queen Anne’s Gate, 8.W.1. 1937. 
Pp. 210. 7s. 6d. (paper boards.) 10s. 6d. (cloth).] 


DuRInG a single year, at least half the population of Great 
Britain derives direct benefit from one or more of the Social 
Services. Affecting intimately the life of every working-class 
household in the country, they have grown up for the most part 
during the present century—many of them in response to some 
special need or political exigency of the moment, with little or 
no consideration of their relation to the rest. 

This Report is a very valuable compendium of information 
about these Services, which it divides into three categories : 
constructive community services (education, public health, 
industrial training, employment exchanges); social insurance 
services (unemployment and health insurance, contributory 
pensions); and social assistance services (non-contributory 
pensions, U.A.B. allowances, public assistance). The essential 
information is summarised in handy form, and some admirable 
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illustrative charts and well-chosen tables assist the reader and 
increase the value of the Report as a work of reference. I could 
detect only two statements concerning facts which might be 
amended if a second edition should be required. On page 61 
the number of “adult students attending University Extension 
classes, W.E.A. classes and other forms of adult education ” 
is stated to be “ about a thousand.” This is obviously incorrect ; 
and in Table 5 of the Appendices the figure is more accurately 
given as ‘ 49,223 (including some duplication).”” Again in the 
discussion (p. 127) of the State contribution to insurance services, 
the Report omits to point out the necessity, in the case of com- 
prehensive unemployment insurance at least, of providing such 
a contribution if industries and occupations subject to little 
unemployment are not to be unfairly taxed for the benefit of the 
others. 

Some of the services are to receive critical appraisal in detail in 
subsequent publications. The present Report is concerned mainly 
to draw attention to “ gaps ” in the social service structure as a 
whole, and to advocate continuous review. ‘The failure of health 
insurance to provide for the dependants of contributors is an 
example of an obvious gap in the system. When the contributor 
draws health insurance benefit, the remainder of his household 
often has to seek public assistance from the local authority. 
Similarly, applicants for U.A.B. payments have sometimes, 
particularly in cases where a large family is involved, to place 
their children in poor-law institutions. When, owing to illness, 
they may temporarily not be “available for work,” they themselves 
may have to claim poor-law relief. : 

Overlapping thus involves the boundaries of national and local 
institutions as well as those between the various social services. 
On paper the U.A.B. is the “ untidiest ”’ of all the services, because 
it attempts an almost impossible centralisation of services which 
are essentially local in their nature. The increasing reliance of 
the Board upon local advisory committees may help to mitigate 
this evil; and there is no doubt that the local officers of the Board 
are in many instances doing their job with more imagination and 
sympathy than were displayed by their predecessors. Neverthe- 
less, the Board can only justify its existence in the long run if it 
achieves distinct success in finding paid work for the long-term 
unemployed. 

The ‘“‘ P.E.P.” Report, it seems to me, reaches a very sound 
conclusion when it asserts that the remedy for inefficiency in local 
services is not to centralise, but to regionalise them. The reduc- 
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tion in the number of authorities achieved by the Local Govern- 
ment Act 1929 was negligible. Boundaries still fail to conform 
to economic realities, and interfere again and again with desirable 
developments initiated by Commissioners for Special Areas or 
other agencies of development. They can be altered only by re- 
course to the archaic, wasteful and sometimes scandalously 
inappropriate procedure of Private Bill promotion. As the Report 
rightly points out, many services can be operated at maximum 
efficiency only over an area much larger than that of the average 
local authority. Even public assistance, in its most intimate 
aspects, is operated more satisfactorily by the London County 
Council than by the majority of counties or county boroughs. 

Overlapping of the boundaries between the various services 
inevitably suggests the need for revision. But it is not mere 
tidy-mindedness which leads “‘ P.E.P.” to suggest the appoint- 
ment of a Statutory Committee to report periodically to Parlia- 
ment and the Government on the expenditure and efficiency of 
the social services. Without such periodical reports no Cabinet 
will be aware of the situation of the services asa whole. Additions 
may be made in one direction or another without due appreciation 
of their effects; and, if the need for retrenchment should again 
arise, ‘““ economies ”’ may be achieved in an unjust or ill-considered 
manner. 

Reformers, however influentially placed, have little chance of 
persuading Cabinets to institute novelties or changes in policy 
unless they can reduce their proposals to two sheets of note- 
paper. For this reason alone, a Statutory Committee would prove 
a more effective instrument for a review of the Social Services 
than a Royal Commission. It has been objected, however, 
that, where the Social Services are concerned, no member of such 
a committee can be impartial or non-political. In consequence, 
it is argued, the committee, if chosen from more than one political 
party, would never agree, or, if chosen from one party only, 
would enjoy undue power over the lives of working-class households. 
Could this difficulty not be overcome by appointing a Social Ser- 
vices Committee of the House of Commons, on the model of the 
Public Accounts Committee? Continuous review would thus be 
ensured; but policy would be left to the Government of the day. 

H. A. Marquanp 
University College, 
Cardiff. 
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The Second Industrial Survey of South Wales. (University of 
Wales Press Board, Cardiff. London: Humphrey Milford. 
1937. Vol. I. Pp. 500. 15s. Vol. II. Pp. 300. 10s. 6d. 
Vol. III. Pp. 400. 10s. 6d. The set, 30s.) 


Just at this moment when the problem of the Special Areas 
should, in a sense, be regarded as most urgent, there is a real 
danger of a growing complacency, and an exaggerated faith in the 
results to be expected from a general recovery. Such an attitude 
of mind has lately infected, it would appear, the evidence of the 
Board of Trade before the Royal Commission on the Geographical 
Distribution of the Industrial Population. It is, however, 
mainly during the short spell of intense activity near the top of a 
boom that the geographical framework of industry is modified 
for a decade, and the influences of scarcity of labour make them- 
selves felt, either directly or in the form of significant differences 
of efficiency wages in different parts of the country. And it 
is important that during that phase of the cycle the location of 
new industrial activities shall be promoted in those places where 
the general social interest is best served. That interest includes, 
of course, the interest of the employer, and indeed of the whole 
industrial group, in maximising profits through reducing cost to 
a minimum by a suitable choice of the site of production. But 
it takes account also of the various repercussions of his choice 
upon the cost to the State itself of providing social and other 
services, and upon the incomes and employment of other in- 
dividuals and groups. It is the failure of the Memorandum of the 
Board to throw into the balance this whole category of con- 
siderations, and the consequent implication that they are of 
negligible weight, which makes that memorandum so open to 
criticism. 

The importance of these factors, and the danger of regarding 
the Special Areas problem as in fair way to an automatic 
solution, can be well judged from a study of this second survey 
of the South Wales area. It has been made under the super- 
vision of a Committee, of which Principal Rees has been 
Chairman, by a team directed by Professor Marquand and contain- 
ing at different times, besides himself, Mr. J. N. Reedman, 
Mr. Terence Young, Mr. Michael Lindsay and Mr. A. Harris. 
The whole project has been conceived and executed on a large scale. 
It is only just to the authors to remember that the result is in 
essence not a book, with careful selection and omission as a 
proper element in the art of its construction, but a necessarily 
detailed and thorough report to the Commissioner for Special Areas, 
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involving often the close investigation of the minutize of local 
problems, and the surpluses of local labour supplies, in order that 
concrete action may be taken on the basis of the information 
thus collected. 

The authors of the Survey attempt to provide answers to 
three main questions, and the separate volumes represent their 
studies of these separate but interconnected issues. First : 
what is the present and probable future state of employment in 
the various industries of South Wales? Second: what facilities 
can the region offer to new industries? Third: what industries 
can best be introduced, and where should they be located ? 
They estimate the surplus of workers in the area at about 80,000, 
but this is obviously intended to be a conservative estimate 
in the sense of not overstating the problem; a conservative 
estimate, in the alternative, and equally legitimate, sense of not 
understating difficulties, might well have reached nearer to 100,000 
if probable technical changes in the tin-plate industry are con- 
sidered relevant to the period with which we are concerned, and 
upper rather than lower limits are taken in every case. Of this 
estimated surplus, however, about 70,000 is that of the coal- 
mining industry. Any calculations of this character must 
necessarily involve assumptions regarding the output of coal, the 
extent of concentration of production, the elimination of short- 
time working, and so forth. The estimate is based upon an 
assumed annual output of about 35 million tons, produced by 
about 120,000 workers. The output in the first half of the 
present year has been at an annual rate of a little over 37 million 
tons, and employment has reached a highest level of just under 
134,000. Thus even if some adjustment of the estimated surplus 
in coal mining is considered necessary in the light of more recent 
experience, the original total of 80,000 may nevertheless not in 
the long run prove far from the mark. 

Of this surplus a large proportion is resident in the narrow 
coal valleys and along the high ridge that runs from Brynmawr 
through Beaufort and Dowlais to Merthyr. The upper valleys 
themselves can offer little attraction to new industries, save their 
rapidly exhaustible coal supplies. The high ridge itself possesses, 
it is true, certain advantages. In particular, industries requiring 
abundant water supplies might there find a suitable home. But 
in general it must be the lower land, round Newport, Cardiff and 
Swansea, that will provide sites for factories and employment for 
workers if the whole district is not to decline permanently. The 
authors of the Survey make it abundantly clear that the important 
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choice of location is not between the valleys and the coast line, 
but between the best site that South Wales can offer, on the one 
hand, and Birmingham, Manchester, or Greater London on the 
other. To cramp manufacturers by putting upon them undue 
pressure to locate factories in the valleys themselves would be a 
fatal mistake. Treforest is apparently a happy compromise 
between proximity to ports and transpori facilities, and proximity 
to the existing homes of the surplus workers. But the latter 
have shown themselves, within the confines of South Wales 
itself, astonishingly mobile. ‘‘ Thus, 542 workers from Merthyr, 
and 420 from the Aberdare Exchange area travel to Glynneath, 
12 miles each way in the case of the Merthyr men, and 10 miles 
a day in the case of the Aberdare workers; 89 workers from 
Dowlais, Merthyr and Aberdare travel even further afield to 
Onllywn and Banwen in the Dulais Valley (17 miles from Merthyr). 
In addition, 120 Dowlais and Merthyr men travel to Bedwas 
(22 miles from Dowlais), 50 to Cilfynydd (13 miles) and 115 to 
Abercynon (11 miles from Dowlais and 10 miles from Merthyr). 
Thus from these three Exchange areas alone, over 1300 workers 
are travelling distances over 10 miles each way.” 

The experience of the last ten years, both in South Wales and 
in other parts of the country, would seem to show that revival of 
these derelict mining areas themselves is scarcely feasible. On 
the other hand long distance transference of labour has proved 
difficult, expensive, painful. And, as has happened in South 
Wales, such transference leaves a residue—a human residue of 
the aged, the infirm and the unemployable, and a structural 
residue of decaying towns, burdened with insupportable charges 
for past or unwanted services. It would seem to be increasingly 
clear that successful treatment of the problem of these areas 
must be a compromise between these two policies, that there must 
be an attempt to rebuild industry, not in the mining villages 
themselves, but in the nearest areas suitable for industrial develop- 
ment. If, as in South Wales, areas can be found within the 
limits of daily travel, the necessary degree of short-distance 
mobility can be assumed, and industry can be fostered in suitable 
surroundings, without sacrificing those large investments of social 
capital which have been made in the past, without causing the 
considerable volume of secondary unemployment in the depressed 
areas which long-distance transference would inevitably produce, 
without leaving an unwanted human residue, or creating insoluble 
problems of local finance. 

If that is to be the policy—and no intelligent reading of this 
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Survey can leave substantial doubt that it should be—two things 
are urgent. First, that the development of the district shall be 
treated as a whole, and that action by the Commissioner shall be 
possible not only in the areas of contracting activity in the mining 
valleys, but also in the areas of expanding activity, and more 
particularly in the big coastal towns. Second, that the transport 
facilities of the whole district shall be improved, that sectional 
interests shall not be allowed to bar the way to necessary better- 
ments, and manoeuvres designed to diminish individual contribu- 
tions to joint schemes shall not be misinterpreted as indicating 
that such improvements are in themselves undesirable. If this 
can be done the coastal belt possesses very many attractions, 
and reasonably good access to wealthy markets. If in due time 
it does re-establish itself as an important centre of industry, no 
small part of the credit will be due to the authors of this Survey, 
and to their indefatigable attempts to circumvent the twin 


obstacles of complacency and despair. 
Austin RoBINson 


Sidney Sussex College, 
Cambridge. 
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NOTES AND MEMORANDA 


Pror. Pigou on Monty WaGEsS IN RELATION TO 
UNEMPLOYMENT 


Tuis note is restricted to §§ 7 and 8 of Prof. Pigou’s article 
on the above (Economic JouRNAL, Sept. 1937, pp. 408-10), 
since it is unnecessary to go further until the following preliminary 
objections have been met. 

Prof. Pigou begins by supposing a “normal banking policy ”’ 
which provides that the quantity of money depends on the rate of 
interest, so that (as he concludes near the end of § 8), if the rate 
of interest is unchanged, the quantity of money will be unchanged. 
Next he assumes that the rate of interest in any equilibrium 
situation must be equal to the rate at which the public discount 
future money-income, so as to ensure (in accordance with the 
principles of his simplified model) that their savings will be zero. 
It follows, therefore, from these two premises that, so long as 
the rates of time-preference are unaltered, the quantity of money 
cannot change. 

Let us take note what this amounts to. Prof. Pigou has 
assumed that the amount of money which the public want to 
borrow (and hold) at a given rate of interest depends entirely 
on their rates of time-preference, and is irrespective of money- 
wages and of money-incomes generally (quite apart from other 
reasons for a change in their liquidity-preference which, presum- 
ably, are here excluded). This, together with what follows in 
the next paragraph, is the crux of the formal argument. 

But he then proceeds to consider this question of the relation 
between the quantity of money and money-income. Having 
ignored the possibility that the amount of money which the public 
desire to hold at a given rate of interest may partly depend on 
their money-incomes and money-costs, yet seeing that the two 
must be connected (indeed, he argues that the income-velocity 
of money may be taken as constant), he embraces the only possible 
alternative—namely, that the quantity of money determines 
the amount of money-incomes in such a way that, if the quantity 
of money is unchanged, the amount of money-incomes must also 
be unchanged. Thus we have now reached the extraordinary 
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conclusion that, so long as the public’s rates of time-preference are 
unchanged, its money-income must be unchanged. 

The rest follows easily. If money-wages are reduced, money- 
income cannot be maintained at its former figure unless em- 
ployment increases; for, otherwise, prices would exceed costs. 
Hence Prof. Pigou’s final result that, if money-wages are reduced, 
employment will necessarily be increased. 

This is an almost literal transcript of his argument. His 
*‘ simplified model ”’ has the great advantage that it enables the 
root of the differences between us to be clearly exposed. Prof. 
Pigou offers the argument as a reductio ad absurdum of the 
conclusion that (in the conditions of the “simplified model ”’) 
employment can remain unchanged when money-wages are 
reduced. But he should, of course, have argued that the amount 
of money which the public desire to borrow at a given rate of 
interest partly depends on their money-incomes (and also that the 
rate of interest which will ensure zero saving partly depends on the 
level of real income); with the result that the only banking policy 
consistent with the conditions of the simplified model is one in 
which the amount of money created at a given rate of interest 
is not constant, but is dependent on the level of money-wages 
(and on the level of output if that is presumed to change). All 
he has shown is that the ‘‘ normal” banking policy which he has 
assumed is inconsistent with his other assumptions. 

There is a further point of importance arising out of the 
above. Prof. Pigou implicitly assumes that, when (as a result of 
reducing money-wages) employment and real incomes have been 
increased, the rates of time-preference will remain the same as 
before ; for he insists that any change in the rate of interest, which 
according to him depends on the rates of time-preference, will 
be only a transient phenomenon. That is to say, the rate of 
interest which will ensure zero saving is, according to him, in- 
dependent of the level of real income (as well as of money-income). 
In other words, the public’s readiness to save is independent of 
the amount of its real income;—a man’s time-preference is a 
psychological propensity which is irrespective of whether he is 
rich or poor, so that at a given rate of interest his real savings 
will be the same irrespective of the amount of his real income. 

It appears, therefore, that Prof. Pigou rejects my fundamental 
assumption that the amount of real saving is, in part, a function of 
real income. If he were right in this, it would follow that the 
amount of employment in the system would be in neutral 
equilibrium, in the sense that any level of employment would be 
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compatible with equilibrium. In this case there would be no 
serious obstacle to full employment at any level of wages; and, 
so far as the influence of wages on employment is concerned, 


cadit quaestio. 
J. M. Krynzs 





Pror. Praou on Monty WAGES IN RELATION TO 
UNEMPLOYMENT 


1. In an article in the last issue of the Economic 
JOURNAL? Professor Pigou attempts to demonstrate the pro- 
position that a general all-round reduction in the rate of money- 
wages, assuming that the reduction does not set up the expectation 
of further wage-cuts, must necessarily lead to an increase in output 
and employment in the short run (and independently whether it 
occurs with or without a reduction in the rate of interest), given 
certain reasonable assumptions about ike attitude ef the public 
towards cash-holdings and the policy of the banking system as 
regards the creation of money. The demonstration is made only 
in regard to a highly simplified model; but, as Professor Pigou 
suggests in conclusion, “ the elements of actual life excluded from 
the model are probably irrelevant; what is true of the model is 
probably true—with a fair degree of probability—of actual life.” * 
It is not the purpose of this note to dispute this last contention, 
but to show that Professor Pigou’s results do not follow from the 
assumptions of his own model, or rather that they would follow 
only as a result of additional assumptions which are not explicitly 
stated. It is hoped that the analysis will also enable us to set 
out the results following from Professor Pigou’s model in a 
more general form; in particular, to show the conditions under 
which an increase in employment would result from the money- 
wage reduction, the factors determining the extent of this increase, 
and the relation of Professor Pigou to those writers who hold the 
contrary opinion (which can be reduced to a difference in 
assumptions. ) 

2. It is best to begin by restating Professor Pigou’s argument 
in a brief form. The significant elements of his model are, 
first, that ‘land and fixed capital (i) last for ever, so that no 
element of depreciation enters into prime cost; and (ii) consist 


1 “Real and Money Wage Rates in Relation to Unemployment,” Economic 
JourRNAL, September 1937, pp. 405 ff. The present paper merely deals with 
Professor Pigou’s propositions relating to money wages, in § II, especially §§ 6-10. 

2 Loc, cit., p. 422. 
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of things of which it is impossible to make any more”; and 
secondly, that ‘‘ each sort of consumption good has exactly the 
same period of production which period cannot be altered.” } 
Thus it is impossible to make any investments other than the 
strictly temporary investment arising out of an increase in working 
capital associated with a larger rate of output. In equilibrium, 
therefore, investment must be zero; and since investments 
are zero, savings must also be zero.2 In other words, in equili- 
brium individuals must spend on the purchase of current output 
no more and no less than their current income. If they did either 
one or the other, forces of adjustment would be set up (via changes 
in prices, the rate of interest and real income) which would eliminate 
the difference. This can also be expressed by saying that the 
receipts obtained from the sale of goods, at any period, must 
equal the current outlay on production—including expected 
profits under outlay—otherwise entrepreneurs would not maintain 
their scale of operations.* 

The operation of the model depends on three equations which 
are set out in §§ 7 and 8 of the article. The first relates to banking 
policy, and regards the quantity of money in circulation as an 
increasing function of the rate of interest. This can be written 
in the form: M = f(r), where f’(r) is positive. The second 
of these equations relates the rate of interest to the public’s rate 
of discount of future income—the rate of time-preference, p— 
which could be written in the form: r=p. This equation, 
which might cause difficulties to some readers, can be interpreted 
in the following way. There must be some rate of interest— 


1 Ibid., p. 406. There are a number of other assumptions which are not 
material in connection with the present argument, 7.e. the assumption of homo- 
genous labour, perfectly mobile between different industries; the perfect simi- 
larity of demand and supply conditions in all industries, so that a change in total 
output leaves relative prices unaffected; perfect competition so that in equili- 
brium price is everywhere equal to marginal prime cost. (This last assumption is 
removed in a later section, with which the present paper is not concerned.) And 
last, but not least, of course, that there is a sufficient amount of unemployed 
labour. 

2 This is thus the one obvious difference between Professor Pigou’s model of 
the ‘short-run’? and other “ models’? which merely assume investment to 
be constant, but not necessarily zero. It will be shown, however, that this 
difference is not significant; propositions obtained under the assumption of 
zero-investment can be applied to cases where investment is assumed to be 
constant and positive, and vice versa, 

3 This is not explicitly stated by Professor Pigou, but obviously follows from 
his assumptions. 

4 It is also assumed—which we take for granted—that there is no “ rationing 
of credit”’: ‘‘at any ruling rate of interest, the banking system allows that 
quantity of money to be outstanding which at that rate the public desires to hold ” 


(p. 408). 
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at any rate if total real income and its distribution are given— 
at which the public as a whole have no desire to convert assets 
into current income, or current income into assets, and, in equili- 
brium, the ruling rate of interest must correspond to this rate. 
In other words, when savings are zero—though not otherwise— 
the rate of interest must correspond to the rate of time pre- 
ference,! which for the present purposes merely amounts to saying 
that there is one rate of interest which secures zero savings. 
This equation, therefore, could equally be written in the form 
S = f(r) = 0, where y(r) is the amount of savings as a function 
of the rate of interest. Finally, there is the equation expressing 
the demand for money, which, given its quantity, determines the 


velocity of circulation: V = ¢ {r, zp where = is positive and 


B is negative. The inclusion of r in this equation takes account 


I 
wx 
of “ liquidity-preference.” It is thus the great merit of Pro- 
fessor Pigou’s demonstration, as compared with previous 
demonstrations of the same proposition, that it expressly allows 
for the dependence of the demand for money on the liquidity- 
preference function. 
Given these functions, the actual demonstration is simple. 
If money wages are cut, equilibrium at the same level of em- 
ployment as the previous one could obtain only if prices fall in 
the same proportion as money wages. This requires that money 
income, MV, should fall in the same proportion as money wages. 
But is that possible? If employment is unchanged, the rate of 
interest must remain unchanged, since nothing has happened to 
change the equation S = 4(r)=0. Butifris unchanged, M must 
also be unchanged: this follows from the assumptions on banking 
policy: M =fi(r). Further, if r and x are unchanged, V must 





necessarily remain unchanged, for V depends on r and e: and 


the equilibrium value of = only depends on x. Therefore, 


at an unchanged level of employment, the equilibrium level of money 


1 Cf. Ramsey, ‘“‘ A Mathematical Theory of Saving,” Economic JOURNAL, 


December 1928. 

2 J stands for total money income, w for the rate of wages and x for the 
volume of employment (which is uniquely related to the level of real income). 
The velocity of circulation will, in fact, depend both on thesize of real income 


and its distribution; but since = is a single-valued function of z, x can bo 


neglected. 
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income must also remain unchanged. This does not imply that 
money income cannot fall as a result of the wage-cut; merely 
that a fall in money-income can only occur pari passu with an 
increase in employment. An unchanged level of employment 
is not consistent therefore with a position of equilibrium. 

3. In order to criticise this argument, it is necessary to 
start with the reverse assumption—that a fall in money wages 
does lead to an increase in employment—and investigate under 
what conditions, an increased level of employment can become a 
position of equilibrium. If it can similarly be shown that in 
certain cases this could not become an equilibrium-position 
either, we shall at any rate have something to go on. 

The critical function, on which Professor Pigou’s demonstra- 
tion depended, was the one relating the rate of interest to the 
rate of time preference. We have already attempted to show 
that this is merely the old-fashioned savings-function in disguise, 
or rather, it stands for that point of this function at which savings 
are zero.! It is now, however, fairly generally agreed, at any 
rate since the publication of Mr. Keynes’ General Theory, that 
savings cannot be regarded as « function of the rate of interest 
alone.2 Professor Pigou carefully refrains from asserting that it is 
—even indirectly—-since, in the critical passage (p. 409), he merely 
says if “real income is unaltered p (the rate of time preference) 
must be unchanged.” If we want to be inclusive, we ought to 
say that savings depend on the rate of interest, the size of real 
income and its distribution. But since, in accordance with the 
assumption of perfect competition, the distribution of income 


(=) is a single-valued function of total employment (2), it is 


sufficient to write S = % {r, 2}. We know that = is necessarily 


positive ; and it will be all the larger the smaller is the elasticity 
of the marginal productivity function for labour (i.e. the larger 


is on . About the nature of = there have occasionally been 
dx 

doubts; but since it is essential for Professor Pigou’s own 

demonstration that it should be positive, we might assume it so 


for the moment. 

1 Or some other given amount, if it is assumed that investments are not 
constant and zero, but constant and positive. 

2 It is interesting to note that the assumption that savings are largely a func- 
tion of real income has not been questioned by any of Mr. Keynes’ critics. Yet, 
in the present writer’s view, it is this assumption, more than any other, which is 
responsible for the “ revolutionary ’’ innovations of Mr, Keynes’ system, 
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The inclusion of x in Professor Pigou’s re-formulated second 
function makes a considerable difference to the situation. For 
we do know now that an increase in real income will lead to 
savings; and savings, under the framework of our model, must 
lead to a fall in prices, an increase in the size of real balances, 
and thus to a fall in the rate of interest. This must continue 
until savings are again reduced to zero, either because (i) prices 
have fallen so far that real income and employment fall back 
to the previous level; or (ii) the rate of interest falls so far that 
the incentive to save, due to a larger income, is exactly offset 
by the opposite incentive due to the lower interest rate. In 
other words, assuming that sc is positive, there is zero-savings- 


or. 

rate of interest (or time-preference-rate of interest) corresponding 
to each different level of employment; and the actual equilibrium 
level of employment at any given level of money wages will be deter- 
mined by the additional ‘‘ Keynesian ”’ condition that the rate of 
interest must also equate the demand for money with its supply. 

Professor Pigou is therefore right in asserting that a fall in 
money wages will lead to an increase in employment if, and 
= and = are all positive and finite. He is clearly 
wrong in thinking, however (p. 411), that his result does not 
depend on the reduction of the rate of interest; or that “ if 
the money rate of wages is reduced, after a temporary fall in the 
rate of interest, we shall have employment standing permanently 


only if, 


above the original level” (my italics). So long as . is assumed 


positive, the increase in employment can occur only if the rate 
of interest falls, and last only so long as it remains reduced. 
The opposite conclusion—that a reduction of money wages 
cannot increase employment—requires either the assumption 


that = is zero or negative, in which case the fall in the rate of 


interest cannot raise the propensity to consume, or that the 
elasticity of the banking-policy or of the velocity-of-circulation 
functions with respect to the rate of interest is infinite, in which 
case the rate of interest cannot change. 

Professor Pigou’s view, on the other hand, that an increase 
in employment necessarily follows, irrespective of whether the 
rate of interest is reduced or not, or whether such reduction is 
merely temporary, clearly assumes a “special case,” where 


~— is zero. 
ho 
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4, Our argument so far has left Professor Pigou’s own demon- 
stration in §§ 7 and 8 of his paper formally intact. It still remains 
true that if = is assumed to be positive, a unique rate of interest 
is associated with every given level of employment—in other 
words, there is only one rate of interest which secures zero savings 
for every real income. Given the level of employment and real 
income, the rate of interest cannot change, whatever happens 
to money wages. And if as “= are assumed to be positive 
and finite, total money income (MV) cannot change if the rate of 
interest is given. The re-establishment of equilibrium must 
therefore require an increase in employment. But in the light of 
the preceding it is easily seen that too much importance must 
not be attributed to this demonstration. For the resulting 


increase in employment might be very small—so small, indeed, 


as to be negligible—if “ is only mildly positive, while a eo or 


id are relatively large. The resulting increase in employment 


will therefore be all the larger, the larger is = and the smaller 


is = ena and cin On realistic grounds there are reasons for 
az’ dr or 

supposing that the elasticity of savings with respect to changes 

in the interest rate is not very large. 

If, on the other hand, = 
tion formally breaks down, since this is tantamount to assuming 
that the condition of zero savings, for any given level of real 
income, can be satisfied at various rates of interest. There is 
no determinate rate of “time-preference.’’ In this case the 
reduction of money wages can neither lead to an increase in employ- 
ment nor can it leave the rate of interest unchanged. On the 
contrary, the rate of interest will continue to fall up to the point 
where MV becomes reduced to the same extent as money wages. 


is zero, Professor Pigou’s demonstra- 


If, however, - - is negative, a reduction of money wages 


must actually lead to a reduction of employment.1 For the 


1 It could be argued on a priori grounds that at the point of zero savings 


pa is necessarily positive since a supply curve cannot actually cut the y axis 


negatively inclined. This does not affect the argument in the more general case 
where investment is not zero but positive. 
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reduction in wages must lead to a fall in interest, which in turn 
induces savings; and this in turn leads to a reduction of real 
income until savings are again eliminated. Moreover, under 
these conditions equilibrium at a given level of output will be 
unstable unless = or a is sufficiently large. For the reduction 
in real output might induce a further reduction in interest, 
thus creating a further incentive to save, leading to a further 
reduction in income. Hence if the supply curve of savings (as a 
function of interest) is ‘‘ backward-rising,” a banking policy which 
aims to keep the rate of interest constant in the short run is much 
more conducive to stability than a policy which aims to keep the 
quantity of money constant.+ 


Thus in the “ general case ” (assuming =. ne and = to be 
dr’ 0x or 

positive and finite) the effect of a general wage reduction on 
employment depends solely on the relation of savings to the 
rate of interest. A general and proportionate reduction in money 
wages will increase, leave unchanged, or reduce employment, 
according as a rise in the rate of interest increases, leaves un- 
changed, or reduces savings. 

5. So far we have assumed, in accordance with Professor 
Pigou’s model, that investments are actually zero in short-period 
equilibrium. But it is easily shown that the argument is equally 
applicable to the more general case where investment is assumed 
to be constant and positive. In that case the critical rate of 
interest, for any given level of output, will be the one which 
secures a volume of savings equal to the volume of investments. 
The rest of the argument follows automatically. 

6. In the “longer run,” ? when the rate of investment can 
vary, the situation is rather more complicated. Investment will 
be stimulated both by the reduction in interest and by the increase 
in real output. The effect on employment of a given reduction 
in money wages will certainly be enhanced by the reaction upon 


1 This is only in apparent contradiction to Mr. Harrod’s view (The Trade 
Cycle, p. 120) that fluctuations in the rate of interest are conducive to stability. 
Mr. Harrod is thinking in terms of the period of the investment-cycle; while our 
argument runs in terms of a short-run model where investment is assumed to be 
constant. Cf. note 1, p. 753 below. 

2 I use the term “‘ longer run,’ since the analysis that follows is still a short- 
period one in the Marshallian sense; it is not assumed that the period in question 
is long enough for a change in the existing stock of productive capacity. Pro- 
fessor Pigou introduces the investment factor in his last section (p. 421) on “ long 
period effects ’’; but here he deals both with changes in the rate at which equip- 
ment is produced as well as with the true long period effects, i.e. changes in the 
stock of equipment. The two should be treated quite separately. 

3D 2 
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investment. It is sometimes argued + that even if the rate of 
interest does not change, a reduction in money wages increases 
the inducement to invest. Hence it is urged that even if the 
reduction in money Wages involves some reduction in the money 
rate of interest, it leads to a greater increase in investment and 
real income than would be brought about by the same reduction in 
the rate of interest without any accompanying fall in money wages. 

But this is not so. Both savings and investment depend on 
the rate of interest and on the level of real output, the only 


difference being that in the case of savings — and “ can both 


be assumed positive, in the case of the investment function, 
(7 = yfr, 2}) = is positive and = is negative. Under our 


assumption that the stock of equipment is given, the distribution 
of income is a unique function of real income. Hence there is no 
way in which a change in money wages could affect either the 
savings function or the investment function. It cannot alter 
therefore the level of real output which secures equality between 
savings and investment at a given rate of interest. Hence if the 
rate of interest is given, the equilibrium level of employment is 
also given, irrespective of the level of money wages.” 


1 Cf. Viner, Quarterly Journal of Economics, November 1936, p. 162. Also 
Pigou loc. cit., p. 421. 
2 This proposition could be best illustrated by the type of diagram used by 
Dr. Hicks (Econometrica, April 1937, p. 157). Measuring real output (or employ- 
ment) along OX, and the rate of interest along OY the curve JS (determined by 
the J and S functions) shows the various levels 
Y of real output at which savings are equal to 
1S LE investment, at different rates of interest. Tho 
‘ LL curve, depending on the M and V functions, 
shows the money rates of interest consistent 
with different levels of output. A reduction in 
money wages cannot affect the position of the 
IS curve, but it will shift the LZ curve to the 
right; for, by reducing the size of ‘‘ working 
balances ’’ at a given level of real income, it 
enhances the size of “ idle balances,’’ and thus 
reduces the interest rate consistent with that 
oO x level of output. Its effect therefore is exactly 
whe same as that of an increase in the 
quantity of money or a reduction in liquidity preference. It is, in fact, nothing 
more than an alternative way of increasing the quantity of money in terms of 
wage-units (cf. Keynes, General Theory, p. 267). If the banking system pursues 
a policy aiming to keep the rate of interest constant, the LL curve will be hori- 











zontal and the effect on employment will be nil. If = is large, the effect on 


employment of any reduction in wages can only be small. 

A general subsidy on wages (financed by taxation), on the other hand, will 
alter the equilibrium-distribution of income at a given level of output (i.e. the 
distribution that obtains when prices are equal to marginal costs) : it will there- 
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It is possible that an increase in real income raises the demand 


for investment by more than it raises the supply of savings 


(ie. = > = ) in which case it will raise the equilibrium rate of 


interest.1_ Under these conditions a reduction in wages will lead 
to a rise in interest. But these are precisely the conditions under 
which an increase in the quantity of money or a reduction in 
liquidity preference will also lead to a rise in interest; where, in 
fact, a reduction in interest can only be secured temporarily, at 
the cost of a cumulative increase in the quantity of money. It 
will still be true that the effect of a wage-reduction on employ- 
ment will depend upon its effect on the size of “idle balances ”’; 
and that the result on employment and on the rate of interest 
will be exactly the same as if the real value of these balances had 
been increased by the same amount in some other way.? 

Thus Professor Pigou’s view that a ‘‘ money wage cut is not 
simply a piece of ritual that enables the real cause of employment 
expansion—a fall in the money rate of interést—to~take effect ”’ 
cannot be upheld. If the above analysis is correct, it is indeed 
such a piece of ritual; although, if we want to be quite accurate, 
the increase in the size of idle balances, rather than simply the fall 
in the money rate of interest, should be regarded as the ultimate 


cause of employment expansion. 
NiIcHOLAS KALpoR 


London School of Economics. 





OFFICIAL PAPERS 
Report of the Import Duties Advisory Committee on the Present 
Position and Future Development of the Iron and Steel 
Industry. (H.M. Stationery Office. Cmd. 5507. 1937. 
Pp. 117. s.) 
In the last few years the iron and steel industry has been as 
prominent in public discussions on industrial affairs as the coal- 





77 


fore shift the JS curve to the right. It will operate on the “ real factors” as 
well as on the ‘‘ monetary factors.” 

1 I.e. the IS curve, of the above diagram, is upward sloping (cf. Hicks, loc. 
cit., note 8). Equilibrium is only possible, in this case, if the LL curve is steeper 
than the JS curve. Under these assumptions a banking policy which aims to 
keep the rate of interest constant is not consistent with equilibrium. 

2 It will be true, furthermore, if we assume that the amount of money 
individuals want to hold at a given rate of interest varies in inverse proportion 
with the purchasing power of money, that a reduction in wages in a given 
proportion will have the same effect on employment as the same proportionate 
increase in the quantity of money maintained by the banking system at any given 
rate of interest. 
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mining and cotton industries had been in earlier post-war years. 
The main reason for this situation has been the uneasiness which 
has existed in certain quarters as to the conduct of the industry 
under the conditions created by the adoption by the country of 
a policy of protection, and particularly by the application of the 
policy to the iron and steel industry in such a measure as to give it 
a differential advantage compared with other protected industries. 
Public anxiety reached its height in the discussions on the pro- 
posal to build a new highly integrated steel plant at Jarrow, and 
in July 1936 the Import Duties Advisory Committee was invited 
by the Government to examine the present position of the iron 
and steel industry and to report, with due regard to the national 
interest, on the general lines of its future development. The 
Report of the Committee is a document of more than usual 
importance. It covers a wide range of problems, and the issues 
which it raises in its discussion of the relation between the State 
and the iron and steel industry cannot be confined to that industry 
alone, for they are of fundamental importance in determining the 
future lines of industrial development in Great Britain. 

The first principal section of the Report consists of a general 
review of the present position of the industry. The production of 
pig iron has increased from 3-6 million tons in 1932 to 7-7 million 
tons in 1936, whilst that of steel ingots and castings has increased 
from 5-2 million tons in 1931 to 11-8 million tons in 1936. Pig- 
iron production is now almost equal to the record of the best of 
the post-war years (1920), but is still considerably below the 
maximum recorded output of 10-3 million tons in 1913. The 
volume of steel production in 1936 was more than 2 million tons 
greater than the best previous annual output of 9-7 million tons 
ia 1917. The relatively greater output of steel than of pig iron 
has, of course, been made possible by the increasing use of scrap. 
The Committee recognises that the principal factors in the 
recovery of the iron and steel industry have been the effects of the 
tariff, general economic recovery and the rearmament programme, 
but it makes no attempt to assess the relative importance of these 
factors. Recent technical developments and business amal- 
gamations have affected the rate of growth of the various producing 
centres, but apart from the provision of an appendix on the 
characteristic features of the main iron and steel producing 
districts, and statistics of regional production, changes in the 
geographical location of the industry are not examined in any 
detail in the report. . 

It is noticeable that no corresponding revival has occurred in 
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the external trade in iron and steel. The average annual imports 
in the four years following the imposition of a protective tariff 
have been less than half the average annual imports of the four 
preceding years. In the export trade the most striking feature 
is the decline which has taken place from pre-war and the highest 
post-war levels. The explanation of the decline with which the 
Committee rests content is two-fold; viz, “‘ the shrinkage of world 
demand and the intensified foreign competition in the export 
markets,” particularly in the case of tinplates and galvanised 
sheets, and the intensification of the home demand for iron and 
steel products which has made “ the export markets less attractive 
than hitherto.” But the Committee is of the opinion that even in 
the present exceptional circumstances it would be in the best 
interests of the industry to maintain and develop its connections 
in the export markets to the fullest possible extent compatible 
with existing agreements with the Continental Steel Cartel, and 
with the subsidiary agreements which at present govern the trade 
in iron and steel. On how this can be done the Committee is in 
the main silent, though it is apparently willing to acquiesce in a 
system of differential prices for the export market to be financed 
out of a fund raised by a levy on the tonnage of iron and steel 
produced, and administered by the British Iron and Steel 
Federation. 

The domestic organisation of the industry has been strengthened 
by “grouping the [existing trade] associations into a smaller 
number of effective instruments for the control of production in 
the several main divisions of the industry, and by giving to a new 
central organisation [the British Iron and Steel Federation] 
power to support and co-ordinate the activities of the associations 
and to give effect to the will of the industry in matters of general 
policy.” In order to facilitate internal re-organisation on the 
one hand and to increase the bargaining strength of the industry 
in negotiations with the Continental Steel Cartel on the other, an 
elaborate system of quotas, licences and ‘“‘ double-decker ”’ tariffs 
has been set up, and the British Iron and Steel Federation author- 
ised to purchase and distribute imports. ; 

The most interesting and certainly the most controversial 
section of the Report is that which deals with the future of the 
industry. The Committee recognises clearly that the main 
problem is that of determining the principles which should govern 
its future conduct and development. It begins its consideration 
of the problem of the planning of the industry with two broad 
propositions. “ The first is that there cannot be a return to the 
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unorganised conduct and almost casual development and the 
largely unrestricted competition at home and abroad which 
characterised the industry until 1932; and the second is that the 
State cannot divest itself of all responsibility as to the conduct of 
an industry so far-reaching in its scope, so vital to the national 
well-being, so largely dependent on State fiscal policy for its 
prosperity, and now being brought into a closely knit organisa- 
tion.” On this basis the Report proceeds to consider the general 
lines on which the planning of the industry should proceed. The 
adequacy of supplies of raw materials, the regulation of new 
development, the efficiency of production, prices, price discrimina- 
tion, quotas, transport, the efficiency of distribution, and finally 
labour and social problems associated with the re-organisation 
and development of the industry, are discussed in detail. 

The preoccupation of the industry with the quantitative and 
regional control of capacity, output and prices is the inevitable 
outcome of the monopolistic position which it has obtained in the 
domestic market. During the past five years, and in the present 
investigation, the I.D.A.C. has had to follow the industry through 
a maze of devices, by which it has naturally sought to profit by its 
opportunity and retain for existing producers of iron and steel the 
advantages of the present position. Having approved in prin- 
ciple a ‘‘ quasi-monopolistic ” organisation, given a blessing to a 
policy of basing selling prices on ascertained costs (despite the 
admitted difficulty of ascertaining costs of production), and having 
assisted in the removal of competitive checks to rising costs, the 
Committee has had no alternative but to acquiesce in successive 
applications for the approval of increases in the prices of important 
iron and steel products. The absence in the Report of data con- 
cerning costs, prices and the allocation of the principal classes of 
iron and steel products to the main consuming industries is a 
serious ommission which cannot be justified on the ground that 
to have published it would have been a breach of confidence to 
individual undertakings. 

Without doubt the most important single recommendation 
of the Committee is that which proposes the establishment of 
an independent body to supervise the industry in the public 
interest. The Committee recognises that on account both of the 
close and intimate association which has existed between the 
Committee and the industry and the complexity and importance 
of the task, the I.D.A.C itself is not the best conceivable agency 
for the regulation of the industry in the general interest. The 
reluctance of the Government to implement the Committee’s 
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recommendation, demonstrates its unwillingness to accept the 
logical outcome of its own action and provides another indication 
of a tendency to disregard the interest of the consumers. 

A technique by which, in Ashley’s phrase,! the forces of the 
State can take hold of a growing society and control its activity 
is at present under construction. The days of laissez-faire are 
long over, and there can be little doubt that the drift of con- 
temporary opinion and policy is “ forward to a more complete 
control of the economic system ” rather than “ backward to a 
state nearer to that laissez-faire in which economic diseases are 
left to bring about their own painful but effectual cure.” ? The 
task of the future is to ensure conditions which do not render 
economic progress and more complete control of economic activity 
incompatible. The Report of the Import Duties Advisory 
Committe on the Iron and Steel Industry is on the whole a useful 


guide to that objective. 
K. D. McCaLtLum 


King’s College, - 
Newcastle-upon-Tyne. 





Lorp NvuFFIELD’s FouNDATION IN OxFORD 


On November 16th, 1937, the University of Oxford formally 
accepted a munificent benefaction from Lord Nuffield which 
provided both a site for a new college and funds, amounting 
approximately to £900,000, to be used in the main for its building 
and endowment. The motives which inspired Lord Nuffield, and 
the intended purpose of the new Foundation, can best be under- 
stood from the words of the letter in which he conveyed his 
proposals to the Vice-Chancellor. After making provision for the 
building and equipment of an up-to-date laboratory of Physical 
Chemistry, the letter proceeds : 


“It is not, however, in the scientific branches alone that the 
Universities are often unable to meet the demands of industry. 
In the meeting of the demands for new knowledge in the non- 
scientific subjects there is an even greater lag than in scientific 
subjects between research and its practical application. This is 
in some respects comparable with the separation between the 
clinical and the laboratory aspects of medical science which 
recent developments in Oxford are designed to bridge. Struck 


1 An Introduction to English Economic History and Theory, p. 126. 
2 E. A. G. Robinson, The Structure of Competitive Industry, p. 179. 
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by this analogy, I have been wondering during the past year 
whether there is any way to bridge the separation between the 
theoretical students of contemporary civilisation and the men 
responsible for carrying it on: between the economist, the 
political theorist, the student of government and administration 
on the one hand, and on the other hand the business man, the 
politician, the civil servant and the local government official, 
not to mention the ordinary everyday man and woman. 

“TI have, accordingly, been much impressed by what I have 
heard of the recent developments in the University of modern 
studies in which, again as an industrialist, I am most directly 
interested. What I particularly refer to is the procedure of 
bringing to Oxford experts from the practical field to co-operate 
in the theoretical study of social (in which terms I should in- 
clude economic and political) problems. I should like to see this 
procedure conducted on a larger scale, and under conditions 
which would foster co-operation not only between the scholar 
and the man of affairs working in the same field but also between 
the workers in different fields. I am, of course, aware that in 
the higher branches of post-graduate work it is unprofitable to 
seek to direct towards prescribed objects the investigations of 
individual scholars; but it seems probable that anything which 
helps to focus attention on a particular problem and which at 
the same time provides special facilities for attacking it, will 
inevitably attract the labours of those scholars in different fields 
who can contribute to its solution. I feel sure that co-operation 
of this kind would be encouraged if there were some recognised 
centre for it; and though I have mentioned the study of social 
problems because of the special appeal it makes to me, I recog- 
nise that the same considerations may apply to post-graduate 
work in other subjects also. The provision of such a centre 
would fall in happily with an idea which I have much at heart. 

“. . . It has occurred to me that such a building might well 
become the centre of the kind of modern studies to which I have 
just referred and might also help in the organisation of other 
post-graduate studies. Every one knows how much easier a 
well-equipped meeting place makes it to bring together people 
animated by a common purpose whom, otherwise, the diversity 
of their occupations would keep indefinitely apart; and I should 
hope that my proposed new building would also include accom- 
modation for distinguished visitors, such as teachers from other 
Universities on leave of absence for purposes of study, whose 
presence may be desirable in Oxford for longer periods than can 
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be covered by private hospitality. ... My purpose would 
not be achieved if the building to be erected on the site which 
I have purchased were merely a meeting-place or institute, 
and I should like a number of these more mature students to 
reside there. I should hope that the encouragement given in 
this way to young scholars will not only help the training of 
those who wish to dedicate themselves to research and are 
qualified to do so, but will also help to meet one of the needs 
of industry. Some of these students, I should hope, would come 
from the Dominions. I have taken a great interest in the new 
relation between Oxford and the Universities of the Dominions 
which has been so remarkable in the last generation, and this 
new College I have in mind will doubtless serve through them 
the Dominions as well as this country. 

“‘T have long deplored the comparative scarcity of University 
graduates in the highest posts on the administrative and 
managerial sides of industry, being one of those who believe 
that there is no branch of knowledge, however ‘ academic ’ it may 
seem, which is not of positive practical value; and what I have 
been able to do recently to help some of the less richly endowed 
colleges will have satisfied you that I am not insensible to the 
claims of any branch of study on my practical sympathy. The 
success of University graduates in the Civil Services suggests 
that their scarcity in industry must be partly due to the failure 
of employers to appreciate the qualities which a University 
education fosters in a young man or woman; but my own experi- 
ence convinces me that it is also partly due to the gulf which at 
present exists between academic studies and practical affairs. 
I should hope that the new College would, apart from any 
indirect effect on the teaching given in the University to the 
ordinary undergraduate, produce a flow of recruits to industry 
for whom the gulf to which I have alluded had been bridged. 

** It will perhaps be simplest for me to enumerate my conditions 
quite formally. They are: 

(1) (Certain provisions for the control of the College 
and of its endowments.) 

(2) The main object of my proposed endowment, in the 
light of which also the subsequent conditions shall all be 
read, is to encourage research, especially but not exclusively 
in the field of social studies, and especially by making 
easier the co-operation of academic and non-academic 
persons. 

(3) Part of my proposed endowment shall be devoted to 
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the establishment of University Fellowships which shall be 
tenable at the College, and which shall be of three classes :— 


(i) full-time Fellows whose duties shall be to conduct 
research. They may also assist in the instruction of 
students resident in the College and in the super- 
vision of other research students, and deliver public 
lectures at the request or with the consent of the 
appropriate Faculty Board or Board of Studies. A 
proportion of them (what proportion I leave for 
determination by the University) shall reside in the 
College. They shall be elected for stated periods 
but shall be re-eligible. Such Fellows shall norm- 
ally reside in Oxford for not less than 30 weeks in 
each year ; 

(ii) unofficial Fellows who shall be persons already 
holding offices in the University or the colleges which 
specially qualify them to assist in the discharge of 
functions delegated by the Hebdomadal Council to 
the Warden and Fellows of the College. Like Pro- 
fessorial Fellows of Colleges, they would not vacate 
their existing offices on appointment to Fellowships 
in the College ; 

(iii) part-time Fellows who shall be persons competent 
to assist those engaged in the University in research 
by giving them the fruits of their practical experience 
in the professions or in industry or commerce. They 
shall be paid sm ‘1 honoraria, and shall be under 
obligation to spena such time in Oxford as the University 
may determine. Rooms must be available for them in 
the College, but I do not lay it down that there must be 
a separate set of rooms for each of them, since I do not 
anticipate that they will often all wish to be in Oxford 
together, except at such times as other accommodation 
than the rooms normally reserved for their use will be 
available. They shall be elected for stated periods, but 
under such conditions (to be determined in detail 
by the University) as will not create any expectation 
of re-election. 


(4) A further part of the proposed endowment shall be 
used for the provision of rent-free rooms for post-graduate 
students, and for the payment of emoluments to deserving 
students who are in need of them; but on the condition 
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that no award of rooms or of emoluments shall be made 
to any student who has not already resided as a member of 
the University for at least one year. 

(5)-(8) (Certain further provisions for the maintenance of 
discipline, for the government of the College, for undenomin- 
ational worship, and for membership of the Senior Common 
Room.) ” 


All economists will wish to express their gratitude to Lord 
Nuffield for this great gift which will permanently endow much- 
needed research in the field of social studies. A point has 
probably been reached, or will soon be reached, when the labour 
of individual researchers, working in their studies and using 
mainly deductive methods, will yield diminishing returns. 
Empirical methods are necessary. But empirical work, whether 
upon statistical materials or “ in the field,” is extremely laborious, 
and requires collaboration and the aid of research assistants 
skilled and unskilled. In fact it requires substantial endow- 
ments additional to those commonly provided by Universities as 
salaries for teachers. The Nuffield funds, if wisely expended, 
may enable a beginning to be made and an example to be set in 
the coming period of transition, in which the social studies by 
basing themselves on more systematic empirical methods will 
come to acquire a more genuinely scientific status. 

R. F. Harrop 





BritTisH ASSOCIATION SECTION F 


For the Nottingham meeting of the British Association, 
Professor Sargant Florence was President of Section F. His 
address on “‘ Economic Research and Industrial Policy,” in which 
he emphasised the value of statistical investigation in throwing 
light on certain aspects of industrial policy, gave a general theme 
to the discussions of the meeting, for many of the papers were 
illustrations of the value of such statistical work, or dealt with 
various problems concerning it. Mr. Harrod followed with a 
paper on “ Economists’ Assumptions and Business Experience,” 
in which he described the theoretical considerations which have 
led a group of economists at Oxford to investigate certain matters 
of fact relating to business behaviour relevant to the determination 
of disputed points in trade-cycle theory. In a special afternoon 
session, largely attended by business men, Sir William Beveridge 








762 THE ECONOMIC JOURNAL [DEC. 


made an excellent plea for the co-operation of business men in the 
advancement of economic research, describing the kind of material 
which economists would find useful, and giving illustrations of 
its practical value in public and business policy. Professor Z. 
Dickinson described American methods of achieving this end. 
One session was given to “‘ Cost in Retail Distribution,” Professor 
Plant using the example of the cost returns secured by the Retail 
Distributors’ Association to point out the scope of operative cost 
comparisons, emphasised the importance of studying rates of 
change of cost, and of developing marginal cost studied. Pro- 
fessor Shields described the methods and results of the Irish 
Census of Distribution, and Mr. H. T. Weekes those of the Trial 
Census of Distribution. Mr. H. G. Selfridge, Junior, tried to 
turn the tables on critics of distributors by arguing that the costs 
and ‘‘ wastes ” of retailing were the direct consequence of the free 
choice exercised by the consumer, but Sir Josiah Stamp and others 
contended that he under-rated the significance of methods of 
high-pressure selling. Support for an official census of distribu- 
tion came from all sides. Dr. Silcock examined the economic 
aspects of retail price maintenance. 

A whole session was given to the problems of labour transference. 
Mr. Humbert Wolfe’s paper, read by Mr. Emerson, explained 
the policy of the Ministry of Labour, and endeavoured to give a 
numerical estimate of its effectiveness in the aggregate and as 
regards different types of workers. Mr. Dennison indicated 
some of the economic limits of this policy, and Dr. Oeser the 
psychological obstacles to transference. Mr. A. D. K. Owen, 
reviewing its social consequences, contended that besides leading 
to a loss of social capital, subsidised transference might artificially 
distort the industrial structure of the country. Dr. Fay detected 
in some speakers too great a willingness to restrict the new 
distribution of labour in the interests of older areas, and made a 
vigorous plea that a country with international trade should not 
forget the necessity of continuously adapting its economic struc- 
ture. Another aspect of the subject came up again in a paper of 
the “‘ State Control of Industrial Location ” by Mr. Dennison, who 
asked to what extent a policy which might have long-run effects 
on the whole industrial structure would be appropriate for dealing 
with a short-run problem. 

Other papers included “Significant Factors in Canadian 
Development,” by Professor H. A. Innes, “ Death Benefit 
and Industrial Assurance,” by Professor H. Levy, and an 
interesting attempt by Mr. J. D. Chambers to estimate, on the 
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basis of land-tax assessment returns, the change in the position 
of the various classes of peasants in Lindsey, 1780 to 1830. 

Members of the Section visited the open fields of Laxton, where 
they were met by Mr. C. 8S. Orwin and Mr. Chambers, who 
described the characteristics of this interesting survival. 

In 1938 the Association will meet at Cambridge, at the un- 
usually early date of August 17th to 24th. Particulars of the 
arrangements of Section F can be obtained from the Recorder, 
Dr. P. Ford, University College, Southampton. 





CURRENT TOPICS 


THE next Annual Conference of the Association of University 
Teachers of Economics will be held at Thwaite Hall, Cottingham 
(University College of Hull) during the week-end January 
7th-10th, 1938. The programme will include discussions on 
“ Economic Problems of Japan” (to be introduced by Professor 
G. C. Allen) and “ The British Iron & Steel Industry, 1926-35 ” 
(to be introduced by Messrs. Fowler, Coase and Edwards). 
Dr. N. Kaldor is opening a discussion on ‘‘ Recent Theories on 
Savings and Investment,” and arrangements are also being made 
for a discussion on Unemployment Policy. Full particulars of 
the Conference programme should reach members of the 
Association early in December. Non-members who are engaged 
in University teaching of Economics or kindred subjects are 
invited to apply to the Hon. Secretary, Mr. Stanley Parris, 
University College, Cardiff. 





As marking a stage in the recognition of economics as a 
branch of learning and a discipline of education, it is of interest 
to record that during the summer of 1937 a revised schedule of 
the examination for posts in the Administrative Class of the 
Home and Indian Civil Services made it possible for the first 
time to obtain the required maximum in the optional subjects by 
taking papers exclusively in economics and economic history. 
We offer our especial congratulations to Messrs. C. G. Costley- 
White, D. M. Bensusan-Butt, J. E. H. Simon and Miss D. Hackett, 


.the candidates taking economics who have secured posts this 


year in the Home Civil Service. 
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THERE recently appeared in the catalogue of a Paris book- 
seller a copy of the very rare Mémoires concernant les impositions 
et droits, by Moreau de Beaumont, 1768-9, to which frequent 
references occur in the Wealth of Nations. At that time only 
four copies were known to be in Great Britain, and mention is 
made both in Rae’s Life of Adam Smith and in the Works of 
Jeremy Bentham of the difficulty of obtaining access to it. Adam 
Smith’s copy is said by Mr. Higgs, in his Bibliography of 
Economics, to be in the National Library of Scotland. Professor 
Foxwell succeeded in discovering one which is now in the 
Goldsmiths’ Library in London. The present copy has fortunately 
been secured, and presented to the Marshall Library in Cambridge. 





Proressor W. R. Scott’s Adam Smith as Student and Pro- 
fessor contains four parts. Part I is an account of forty years 
of the life of Adam Smith, 1723-63. Part II consists of documents 
comprising legal papers, extracts from the minutes of the Univer- 
sity of Glasgow and correspondence of 48 unpublished letters from 
Adam Smith and 33 letters to, or concerning him. Part III is 
part of a draft of The Wealth of Nations. Part IV contains 
facsimiles of documents in the hand of Adam Smith and several 
of his amanuenses, including portions of the lectures he gave at 
Edinburgh and the earliest draft of the Essay “ On English and 
Italian Verse.” The Appendices contain, among other matter, 
accounts of the families of Adam Smith’s father and mother, the 
previous and subsequent proprietors of house-property he owned 
at Aberdeen, the Scottish Posts at the end of the seventeenth 
century in relation to his brother « positions as Scottish Post- 
master-General, the houses he e:«upied in the Old College at 
Glasgow, and his difficulties in in-orporating new material in his 
manuscripts. 

The above volume, which is published by Jackson, Son and 
Company, Publishers to the University of Glasgow, consists of 
471 pages, including 32 pages of facsimiles and seventeen plates, 
and its published price is £1 10s. It is available to members of 
the Royal Economic Society at £1, post free. Applications 
should be made to the Assistant Secretary, 6 Humberstone Road, 
Cambridge, accompanied by a remittance. 
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RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 


Part III, 1937. Some Measures of Economic Activity in India: D. B. 
MEEK. On the Value of Royal Commissions in Sociological Re- 
search, with special reference to the Birth-rate : A discussion opened 
by M. GREENWOOD. 

Part IV, 1937. The Public Social Services: Str G. Grppon. . Some 
Results of the Import Duties Act: H. Leak. The Agricultural 
Labour Bill in England and Wales: R. J. THompson. A Simple 
Method of Deriving Demand Curves: E. J. BRostTER. 


Economica. 


Avaust, 1937. The Changing Structure of the Family in Australia : 
K. Cuaries. Some Theoretical Aspects of the Gold Problem: 
T. Batocu. Uncertainty and Liquidity-Preference : L. M. Lacu- 
MANN. A Note on Time Elasticity of Demand: H. Smitu. The 
Influx of Labour into London and the South-East, 1920-36: B. 
Tuomas. Do Synthetic Propositions a Priori Exist in Economics ? 
F. Kavrmann. The British Exchange Equalisation Fund, 1935- 
37: F. W. PaisH. 


The Sociological Review. 


JuLy, 1937. The White Population of the Empire: R. R. Kuczynsk1. 
Migration Movements to and from the British Isles: A. M. Carr- 
SaunDErS. Differential Fertility: E. Cuartes. Economic Con- 
sequences and Problems: H. D. HENDERSON. Family Allowances 
in Relation to Population Problems: EK. M. Huppack. Repro- 
ductive Institutions and the Pressure for Population: K. Davis. 


The Eugenics Review. 


JuLy, 1937. Future Trends in Population: R. R. Kuczynsk1. 
Further Research on Chemical Contraception: J. R. BAKER. 
Birth Control Wins: H. M. Stone. The Development of Eugenic 
Policies. 

OctoBER, 1937. Intelligence, Fertility and Socio-Economic Factors : 
R. B. Cattery. Hugenic Problems Needing Research: C. P. 
BuackEeR. Veterinary Eugenics: W.G. Mitter. The Measure- 
ment of Social Competence: E. A. Dou. 


The Banker. 


OctoBER, 1937. The Tripartite Agreement and the Franc. Italian 
Industry : Count Voir pi Misurata. Exchange Clearing and 
Rearmament: P. Ernzia. U.S.S.R. State Loans: M. 
ROTLEIDER. 
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Lloyds Bank Monthly Review. 


JuLy, 1937. The Economic Outlook of Germany: A. PARKER. 

Auaust, 1937. The Economic and Financial Situation in Austria: 
H. Rizzi. 

SEPTEMBER, 1937. The Trade Cycle—An Academic View: D. H. 
ROBERTSON. 

OctoBER, 1937. The Economic Situation and Outlook of Czecho- 
Slovakia : G. SCHACHER. 


Midland Bank Monthly Review. 


JuNE-JuLY, 1937. T'rends of Economic Policy in the Irish Free State. 
Sugar: A Subject of International Action. 

JuLty—Aveust, 1937. Movements in the Floating Debt. Their Causes 
and Implications. This Holiday Business. 

SEPTEMBER-OCTOBER, 1937. The British Railways, 1931-37. Mone- 
tary Developments in the United States ; the Position of the Banks. 
Business Conditions in Northern Ireland. 


Westminster Bank Review. 


Aveust, 1937. Recovery of the Primary Producers. 
SEPTEMBER, 1937. Capital and Savings. 
OctToBER, 1937. Debtor and Credit Nations. 


Planning. 


No. 105. What Has Been Done. A Four-Year Retrospect. 
No. 106. Milk Distribution Proposals. 

No. 107. Building and Housing Progress. 

No. 108. How News is Produced. 


New Fabian Research Bureau Quarterly. 


No. 15. Unemployment Policy in Sweden: G. Witson. Foreign 
Trade Machinery: J. PARKER. 


Local Government Administration. 


SEPTEMBER, 1937. International Conference of Local Authorities. 
International Federation for Housing and Town Planning: 
D. C. L. Murray. 


International Labour Review. 


JuLy, 1937. A Year of “ Experiment” in France, I: F. MAURETTE. 
New Trends in Social Policy in Germany: L. H. A. Geck. The 
Agrarian Problem in Mexico, I: E. Munavuia. 

Avcust, 1937. A Year of “ Experiment” in France, II: F. Mav- 
RETTE. The Elimination of Seasonal Fluctuations in the Building 
Industry: H. MENDERSHAUSEN. The Agrarian Problem in 
Mexico, II: E. Munevia. 

SEPTEMBER, 1937. The Twenty-Third Session of the International 
Labour Conference. The Theory of Planned Economy ; A Study 
of some Recent Works: R. Mossh. 

OcToBER, 1937. Keynes’ “‘ General Theory”: G. CassEL. Prolonged 
Unemployment, Technical Progress and the Conquest of New 
Markets: F. Sternperc. The Use of Office Machinery and its 
Influence on Conditions of Work for Staff. 
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The Canadian Journal of Economics and Political Science. 


Aveust, 1937. An Economist Looks at Economics: W. A. MAcKIN- 
TosH. The Economic Background of the Rebellions of Eighteen 
Thirty-Seven: D.G. CreicHTon. The Working of Confederation : 
R. Brossarp, H. F. Anaus. Problems of Public Finance in the 
Prairie Provinces: W. J. Watnes. The Saskatchewan Debt 
Adjustment Programme: G. E. Britnetu. Monopolistic Com- 
petition and Economic Realism: J. M. Casszets. The Marketing 
of Whole Milk: W. M. Drummonp. The Co-operative Move- 
ment: H. Micnett, H. C. Grant. Interest Rates in Canada: 
S. E. Nixon, J. T. Brypren, W. T. G. Hackett. Economic and 
Accounting Concepts: R. G. H. Smarts. Pareto’s “ General 
Sociology’? : The Problem of Method in the Social Sciences: C. B. 
MACPHERSON. 


The South African Journal of Economics. 


JUNE, 1937. The Government Service Mutual Aid Association (S.A.) 
and the Mutual Aid Association of Railways and Harbours (S.A.) : 
C. W. Pearsaty. ‘“ The Theory of Gold Supply.” Discussion : 
1. The Incidence of the Tax on Gold Mining in South Africa: D. 
Buack. 2. Notes on “‘ The Theory of Gold Supply.” Sm R. N. 
Kortzh. 3. Reply to Discussion: W.J. Busscuau> The Restric- 
tion of Competition between Road Motor Transport and the Rail- 
ways in the Union of South Africa: R. Horwitz. Urbanisation, 
1904-36 : H. A. SHannon. 


The Quarterly Journal of Economics. 


Aveust, 1937. Monopolistic or Imperfect Competition: E. H. Cuam- 
BERLIN. The Gold Dilemma: C. R. Wuirtteszey. Js Money 
Saving Equal to Investment? M. Curtis. The Milk Supply of 
Paris, Rome and Berlin: L. B. Bacon, J. M. Cassets. Popula- 
tion Cycles as a Cause of Business Cycles: A. Léscu. The 
Economics of Low-Income Diets : H. L. Sorenson, E. W. Ginpoy. 


The Journal of Political Economy. 


Aveust, 1937. The Gold-Parity Depression in Norway and Denmark, 
1925-28: R. A. Lester. The Work of the Federal Housing 
Administration: A.M. WrtmerR. The French Franc, June, 1928- 
February, 1937: W. H. Wynne. Reserve Bank Directors: K. R. 
Bopp. 


The Review of Economic Statistics. 


Aveust, 1937. Interrelation of Prices, Output, Savings and Invest- 
ment: W. W. Lzontier. Short-Period Variations in the Dis- 
tribution of Incomes: H. STAEHLE. New Indices of Agricultural 
Supplies and Carry-Over: E. J. WorkiNnG. Review of the Second 
Quarter of 1937: W. L. Crum. 


Journal of the American Statistical Association. 


SEPTEMBER, 1937. The Counting of Farms in the United States: 
J. D. Buackx, R. H. AtLten. Variations among Cities in Per 
Capita Income: E. L. THORNDIKE. Outline of 1936 Mortality and 
Natality Tabulations: F. E. LinpER. On an Attempt to Reduce 
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Infant Mortality in Denmark: H. C. Nypotie. Statistical Prob- 
lems in the Administration of Social Security: E.Ctacun. Regres- 
sions and their Standard Errors in Subsets of Variables: J. L. 
Mosak. Correlation between Means and Standard Deviations : 
F. R. IMmer. 


The American Economic Review. 


SEPTEMBER, 1937. Monopoly and Competition: A Classification: F. 
Macuuvup. Security of Job Tenure and Trade-Union Benefits : 
C. A. KigHEL. Cost of Production and Normal Supply Price: A. 
Aspramson. Dr. Moulton’s Estimates of Saving and Investment : 
H. H. Vitxarp. Double Liability for Bank Stock: R. W. Mar- 
quis, F. P. Smita. English Housing Policy since the War: K. K. 
LiEpMANN. Is there a Tendency for Profits to Equalise? R.S. 
TUCKER. 


The Annals of the American Academy of Political and Social 
Science. 


SEPTEMBER, 1937. Revival of Depressed Industries, with special refer- 
ence to efforts towards recovery and expansion. Sugar: EK. D. 
Basst. The Phonograph: H. 8S. Maraniss. The Kraft In- 
dustry: D. B. JeRemian. The Fertiliser Industry : C. J. BRAND. 
Cotton Consumption: C. K. Everett. The Steam Railroad 
Industry: G. H. Houston. The Department Store: F. T. 
Hyprs. The Shipping Industry: H. S. Perry. American 
Foreign Trade: KR. L. Kramer. Lumber Industry: J. P. 
Suveson, E. L. C. Swan. Bituminous Coal Industry: E. W. 
CaRTER. Supplement; Oriental Affairs: K. Kawat, C. D. Carus, 
C. B. Faus, C. A. Buss, R. M. Story. 


Econometrica. 


OcToBER, 1937. The Nature of Regression Functions in the Correlation 
Analysis of Time Series: H. E. Jones. Note on the Phase Dia- 
gram of Two Variates: R. Friscu. An Example of Meaningful 
Curvilinear Regressions in Economic Time Series: H. MENDERS- 
HAUSEN. Economic Consequences of Technical Development, with 
some Illustrations from Danish Industries. 


Social Research. 


SEPTEMBER, 1937. Intellectual Freedom and Responsibility : T. Mann, 
L. K. Garrison, E. Leprerer, A. Jonnson. The Interrelation of 
Cultures: F. Boas, P. Tirticu, H. D. Lassweti, H. SPerer. 
The Bearing of Education: M. Ascou1, F. WUNDERLICH, G. Wat- 
son, R. Unicow, A. Lowe, C. A. BEARD. 


Harvard School of Business Administration. 
Bureau of Business Research. 


Buiietin No. 105. Junz, 1937. Expenses and Profits of Limited 
Price Variety Chains in 1936 : M. P. McNatr. 

Business Resgarcu Stupies No. 18. Aprit, 1937. Aspects of the 
Organisation, Functions and Financing of State Public Utility 
Commissions : C. O. RUGGLES. 
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Journal des Economistes. 


May-June, 1937. La Crise del’or: E. Payen. Les Grands Réseaux 
francaise en 1936: E. Routann. L’ Année 1936 dans l’économie 
polonaise : C. DE Knownacki. Les Votes de la Conférence inter- 
nationale du travail et la loi de quarante heures. Revue de l Acadé- 
mie des Sciences morales et politiques: O. Picnot. le Libre- 
Echange, mai-juin 1937. 


Revue @’ Economie Politique. 


May-June, 1937. La France économique en 1936. Généralités: J. 
Bourbon, R. Rivet, L. Duet pE BEeRNonvitize, P. DEporp, 
L. Rist, P. Scowos. Finances: L. Trorasas, P. DIETERLEN, 
J. Drsstrier, L. Rist, A-P. DE Mirmonpe. Production: P. 
Fromont, P. JERAMEC, A. FRAIGNEAU, G. Potut, E. MIcANEL, 
H. LAUFENBURGER, B. DE LA LAURENCiE, P. Baup, M. GAvuTIER. 
Commerce et Transports: J. DENuc, P. Deporp, A. Bresson, J. 
WEILLER, J. Naupin, N. Lepic, F. Prerrovux, J. MArcuEecay, 
R. HorrHerr, M. Bovusser. Questions Sociales: R. Picarp, 
W. Ova.ip, E. ANTONFLLI, G. LASSERRE, M. Aucuy. 

Juty—Aveust, 1937. Fonds d’égalisation et stérilisation de Vor: R. 
Wotrr. Economie dynamique et théorie abstraite: G. Prrov. 
Essais sur la monnaie neutre, I: Monnaie neutre et économie 
réelle: P. Raynaup. Une thése de Karl Marx sur le développe- 
ment du machinisme: F. Mentr&. Lucien Brocard et l’économie 
nationale: A. Marcuau. La vie économique en Allemagne: H. 
LAUFENBURGER. 


Bulletin de lV’ Institut des Sciences Economiques. 
(Louvain.) 


Aveust, 1937. La conjoncture des cours des valeurs mobiliéres, de leurs 
dividendes et des taux d’intérét en Belgique de 1830 a 1913: J.-M. 
Draprier. Les frets fluviaux et maritimes et la conjoncture écono- 
mique: H. V. Crrexincr. La conjoncture économique de la 
Belgique et du Luxembourg: L.-H. DuPrRiez. 


Weekly Report of the German Institute for Business Research. 


No. 29-30. General Economic Conditions in Germany. Continued 
Rise on German Stock Exchanges. Consumption and Consumption 
Goods Production. German Radio Enters a New Year. 

No. 31-32. General Economic Conditions in Germany. Price Policy 
and Price Fluctuations. German Industrial Exports. 

No. 33-34. The New Reich Loan. Retail Trade in the First Half of 
1937. New Orders in the Consumption Goods Industry. Problems 
of Milk Utilisation. 

No. 35-36. The Position of the Building and Construction Industry. 
The Development of Institutions in German Retail Trade. 

No. 37-38. Agricultural Proceeds in Germany. German Savings 
Banks. Germany’s Iron Supply. 

No. 39-40. Value of German Industrial Production. Germany’s Iron 
Supply. Progress of Staple Fibre in Germany. 

No. 41-42. Development of Goods Consumption. German Agricultural 
Production. Employment in Germany. Economic Conditions in 
Germany. 
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Weltwirtschaftliches Archiv. 


Juty, 1937. Industrialisierung Japans. 1. Kulturelle und geistige 


Voraussetzungen fiir Japans Aufstieg: Y. Takata. 2. Die 
vorkapitalistische Periode in der Entwicklung der japanischen 
Volkswirtschaft : E. Honso. 3. Der Durchbruch des Kapitalismus 
in Japan: Y. HonypEen. 4. Wirtschaftsgesinnung und volkisch- 
politische Grundbedingungen als Voraussetzungen des japanischen 
Industrialisierungsprozesses : J. Kraus. 5. Neue politische Krafte 
des wirtschaftlichen Aufbaus: E. Kawat. 6. Die wirtschaftsrecht- 
liche Struktur als Grundlage des japanischen Wirtschaftsaufschwungs : 
M.Royama. 7. Bevdlkerungsfrage und Wirtschaft im gegenwartigen 
Japan: T. Uyepa. 8. Aufbau der Industriewirtschaft und 
technischer Fortschritt in Japan: S. Sutomt. 9. Ziele und Aus- 
richtung der japanischen Agrarpolitik in der Gegenwart: S. Nasu. 
10. Kreditverfassung und Kreditpolitik im japanischen Industriali- 
sierungsprozess: M. Araxi. 11. Die Zusammenhidnge zwischen 
Staatshaushalt und Industrialisierung in Japan: 8S. His1Kata. 
12. Strukturwandlungen des japanischen Aussenhandels im Laufe 
des Industrialisierungsprozesses: K. Tanicucut. 13. Die Bedeu- 
tung der japanisch-mandschurischen Wirtschaftsbeziehungen fiir 
Japans Industrialisierungsprozess: Z. Itant. 14. Der japanisch- 
mandschurische Warenaustausch mit Deutschland: W. Haas. 
15. Das Pazifische Problem und die Méglichkeit seiner Lésung: H. 
KamiKkawa. The special March issue on industrial development 
in China is now followed by a similar volume dealing with the 
other Far Eastern Power. The fifteen articles—all written 
by Professors of Tokyo and Kyoto Universities—supply between 
them a full description, in over 300 pages, of Japan’s economic 
life. 1. The first article dealing with the spiritual foundations 
of the Japanese economy stresses the high degree of unity of 
purpose among the Japanese people, which is explained by the 
long period of insular seclusion, the strength of family traditions, 
the prevalence of Samurai ethics, and the existence of the Tenno 
(Emperor) as the “living centre’’ of her national life. 2. A 
summary of Japan’s economic history between 1603 and 1868, 
describing the gradual transition from a “ rice and land economy ” 
to a money economy, the rise of a moneyed merchant class, and the 
development of urban trading centres—but all this on the basis 
of a completely closed system. 3. This is followed up by a survey 
of Japan’s capitalistic era which is dated from the Meiji restora- 
tion of 1868. Three stages are distinguished: that of ‘‘ State 
development ”’ until 1890, that of the emancipation of private 
enterprise and the “industrial revolution’ from 1890 to 1913 
(stimulated by successful wars), and finally the present stage of a 
** Western ’’ monopolistic capitalism emerging as the result of a 
deep and protracted post-war crisis, accelerated by a financial 
crisis in 1927. The recent boom is dated back to the conquest of 
Manchukuo. 4. This article comments on the marked absence 
of monetary motives for the economic actions of the average 
Japanese, and on certain facts determining Japan’s economic 
situation but beyond her control (such as the disastrous fall in 
the price of silk, the earthquake of 1923, immigration prohibitions). 
This is largely responsible for a policy of economic “ drives.” 
5. Totalitarianism, which was a necessary condition for Japan’s 
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independent existence before the era of Imperial expansion, is 
preserved by being deliberately cultivated and made the basis 

ge of the educational system. The author thinks that Japan is at 

ve the beginning of a National-Socialist era. 6. The extent to which 
2m Japan’s economic life is planned and regulated is often vastly 

U8 exaggerated abroad. All that has been done has been to apply 

h- isolated measures to prevent a threatening collapse in some sector 

mn or other. The beginnings of a more centralised system may be 

le perceptible in the Ministerial Control Board set up in 1935. But 

t- the author is inclined to doubt whether this is the nucleus of a 

3S planned economy. 7. This statistical article gives full informa- 

mn tion on the state and movement of the population (yearly increase 
ud twelve times that of England), birth and death rates (parallel 

S- fall between 1925 and 1935), infantile mortality (twice the English 

. figure), net rate of fertility (last available figure 1-57, Germany 

- 0-70, England 0-73, U.S.A. 0-98, Russia 1-70), forecasts of future 

n population (87-7 millions for 1970), internal migration, distribu- 

A. tion of main occupations, and many other population statistics. 

fe 8. This article contains, in a detailed and up-to-date form, the 

L- key statistics of industrial production, import of raw materials 

ir and semi-finished goods, analysis of Japan’s dependency on 

l- imports of raw materials, expanding and contracting industries 

3. (textile and foodstuff relatively declining, metal and machine 

[. expanding), number and size of firms, capital equipment. The 

it analysis is made industry by industry with frequent inter- 

e national comparisons (e.g. cost of production in textile industries). 

n In a final section an account is given of methods and results 

n of mechanisation and improved organisation. 9. A short his- 

ic torical survey of agricultural policy, and an analysis of present 

1S measures by which tariff policy, price regulations for rice and silk, 
of and the Five-Year Plan for the mitigation of rural distress are 

e dealt with. 10. This article, which also contains the main 

3, banking statistics, stresses the peculiarities of the Japanese money 

) market : the existence of special banks, the absence of bills of 

A exchange, the scarcity of short-term deposits and first-class 

3, securities. A special section is devoted to recent currency 

, developments. 11. Detailed statistics analysing public expendi- 

e ture in post-war years and the 1937 budget. 22 per cent. of the 

s national income goes in taxes to central and provincial authorities. 

y 12. The following article—statistical, too—shows that there are 


no signs of a reversal of the tendency for finished goods to pre- 
dominate more and more in Japanese exports. The particular 
strength of the system is seen in the preservation of a strong 
agricultural basis. 13. A rosy picture is painted of the benefits 
to be derived by Japan from trade relations with Manchukuo. 
China is advised to lower ‘er tariff so as to make smuggling into 
China unprofitable. 14. It is forecast that German exports to 
Japan will, in the short run, depend on Japanese rearmament, 
and in the long run be confined to articles where Japan wants to 
adopt German technique. 15. Three conditions are laid down for 
a solution of the Pacific problem acceptable to Japan: no further 
colonial expansion by the Imperialistic white Powers, relaxation 
of the regulations restricting Japanese immigration, and an open 
door for all raw materials produced in Pacific territory —Members 
of the Kiel Institute have contributed a study on Japanese rice 
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policy and a bibliography of works dealing with Japan’s economy, 
classified by the subjects dealt with in the articles. 


SEPTEMBER, 1937. Die Bevdlkerungsbewegung in den Vereinigten 


Staaten: W. 8S. THompson. Amply illustrated by statistics, 
the article describes the fall in the American birth rate, analysing 
this for the various component races and social groups and for 
places of different sizes. The lowest birth rate is to be found 
among the professional classes in the large towns of the Pacific 
coast. Forecasts are made of the future population, for five- 
year intervals, from 1930 to 1980, under four different assumptions 
regarding fertility, mortality and immigration. On the worst 
assumption, population will reach a peak in 1955 with 137-2 
millions and fall to 127-6 millions in 1980. On the three other 
assumptions it will continue to increase to 153-8, 158-3 and 185-8 
millions, respectively. A forecast is also made of the changing 
age distribution. Women’s age of marriage is slightly lower than 
in Europe. Neue Goldwahrung: F. Lutz. The author describes 
the paradoxical consequences of the “‘ unilateral”? gold fixation 
of the dollar plus the tripartite monetary agreement. One of 
these consequences is the “ stupid ”’ tendency of gold to flow 
to New York, which tendency can only be counteracted by 
European countries buying gold in a direct way, and another is 
the effect of gold movements on national money markets, which is 
exactly opposite to that under the old gold standard, in the sense 
that an inflow of gold tends to strain the monetary situation. 
Uber den Inhalt der Konjunkturschwankungen: S. Varaa. The 
article deals first with the difficulties in defining a ‘‘ boom ”’ or a 
“slump,” as there is no “normal” state of economic activity. 
A boom is finally defined as a sustained rise of real income per 
head of population. The accidental factors in the generation 
of trade cycles and the dissimilarity of various cycles are stressed. 
Die dynamische Bedeutung des Béhmschen Verlustprinzips und die 
volkswirtschaftliche Liquiditdtsfrage: W. L. Vatx. The demand 
curve for capital is determined not only by marginal productivity, 
but also by the realistic-dynamic element of complementarity. 
If additional liquid capital is needed to integrate an incomplete 
combination of productive factors, the price offered for it can 
only be explained on the basis of B6hm-Bawerk’s principles of 
valuation for complementary goods. Another factor with which 
a rational investment policy has to reckon is the “ principle of 
third persons,” the chain of cumulative losses which will result 
from the forced liquidation of firms on account of lack of capital. 
Die Verwaltung der deutschen Seehiéfen: H. HAEMMERLE. The 
article on German sea-ports contains proposals for an adminis- 
trative reform in the direction of centralising and setting up public 
corporations (similar to the Port of London Authority).—The 
issue also contains three ‘‘ Reports”? by members of the Kiel 
Institute, describing the Swedish textile industries 1925-36, the 
regulation of the pork meat market in Holland and of the cattle 
and meat market in Denmark. 


Jahrbiicher fiir Nationalékonomie und Statistik. 


Avueust, 1937. Volkswirtschaftslehre als politische Okonomik ? E. H. 
VoceL. Another contribution to the new German Methodenstreit 
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for and against the possibility of an objective formal economic 
theory. The author deals chiefly with Vleugel’s book on the 
subject. He maintains that the subordination of economic 
actions to a national-socialist purpose does not involve a 
“ political”? but only an “ objective’ judgment (because eco- 
nomics is unthinkable without this purpose). From this he 
draws the conclusion that there should be, in addition to the formal 
marginal utility theory, a “social-organic’’ formal theory. 
Devaluation und Depreziation: §S. Varca. The author dis- 
tinguishes between devaluation (by which term he proposes to 
denote an artificial increase in the gold value of the currency 
unit, i.e. the opposite of what is commonly described as devalua- 
tion) and currency depreciation, which he wants to become a 
regularly used weapon of trade-cycle policy, if public opinion is 
suitably prepared for taking this view. Ganzheit und Geist- 
leiblichkeit: W. ANDREAE. Das Clearingwesen im Aussenhandel 
vom deutschen Standpunkt aus: F. Hunte. The article gives 
both a description of the network of individual clearing agreements 
concluded by Germany (affecting two-thirds of her foreign trade) 
and an analysis of the economic meaning and effects of these 
agreements. The disadvantages of bilateral clearing are stressed, 
and, from the German point of view, a return to normal multi. 
lateral foreign trade is advocated. 


SEPTEMBER, 1937. Kapital und Zeitverlauf: J. NruBavrer. The 


author is concerned with the interpretation of the Bbhm-—Bawerkian 
views on the subsistence fund, and his three determinants of the 
rate of interest. Bemerkungen zum Problem der Uberproduktion : 
G. ALBRECHT. A non-monetary explanation of the trade cycle. 
Both the upswing and the downward turn are described as 
originating in the investment good industries. Based on Lederer’s 
theory, the explanation given as to why the boom expansion in 
these industries comes to an abrupt end is that it is caused by a 
fall in real wages. Frankreich: A. GinTHER. The purpose of 
this article is to bring up to date an earlier book by the same 
author on French conditions, by adding a description of French 
economic policy during the first year of the Popular Front Govern- 
ment (up to March, 1937). The conclusion is that although 
there are serious signs of disintegration, France may still avoid 
the fate of Spain, as the powers of resistance are more strongly 
developed. Deutsche Treibstoffwirtschaft: KE. ScHw6rBEL. Die 
Exportstésse der japanischen Industrie: E. Scuuttze. A second 
instalment of an article begun in the August issue, dealing with 
the prospects of Japanese cotton exports, the retarded develop- 
ment of her heavy industries, and her internal difficulties and social 
tensions, particularly the increasing public resentment at the 
rule of monopolistic concerns. 


OcroBER, 1937. Die theoretische Erfassbarkeit des Politischen an der 


Wirtschaft: M. WoxutcrmutH. Starting from the controversy 
about the alleged liberal bias of economic theory, the author 
examines the tensions arising from a changing economic structure 
in conjunction with a rigid economic science. The Methodenstreit 
is explained by such a tension, but the tension existing at the 
present time is much more fundamental, and does not only lead 
to doubt as to the adequacy of certain methods, but also as to 
the very possibility of a general economic theory. This possibility 
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is, however, finally admitted, because the notion of ‘‘ competition ”’ 
can be used as a heuristic principle for the distinction of various 
economic systems. Niedergang und Ende des landwirischaftlichen 
Grossbetriebs in den béhmischen Liéndern: W. Stark. A history 
of agricultural reform in Bohemia between 1750 and 1848. The 
path of peasant liberation and the abolition of the “robot ” 
system is contrasted with the parallel development in Prussia. 
Neuerungen im Erbhofrecht: K. BLomEyER. An analysis of two 
amending decrees of December, 1936, concerning the Hereditary 
Farm Law of 1933. The amendments are in the direction of 
mitigating the restrictions of disposal imposed by the original 
law, preventing excessive indebtedness, and improving the 
creditary standing of the hereditary farms. Zur neuen amerikan- 
ischen Agrarpolitik: H. Krier. The author explains—with 
the help of extensive statistical material—the Agricultural Adjust- 
ment Act policy, the various measures for the mitigation of rural 
distress, and the working of the Soil Conservation and Domestic 
Allotments Act. 


Schmollers Jahrbuch. 


Aveust, 1937. Die historische Richtung in der Vélkerkunde: W. 


MiLkE. A survey of the various schools of contemporary anthro- 
pology that deal with early cultures. The author distinguishes 
evolutionists, the culture area school, diffusionists and statisticians. 
A special section is devoted to the English anthropologist W. H. R. 
Rivers. The article is to be followed by another on functional 
and psychological schools. Weltwirtschaft und Volkswirtschaft bei 
den Klassikern: A. TautscHer. An attack on the theory of 
comparative costs as developed by Ricardo, Mill and Marshall. 
The main arguments are that not the whole sacrifice involved in 
economic production represents tangible costs, that costs are not 
internationally comparable, that conditions of demand are 
neglected and that the decisive importance of decreasing marginal 
cost with increasing scale of production is ignored. Historischer 
Uberblick iiber die deutsch-bulgarischen Wirtschaftsbeziehungen : A. 
Menuan. After a summary of German-Bulgarian economic 
relations since the times of Charlemagne, the author gives a more 
detailed account of the displacement of England by Germany 
as the preponderant economic Power (which he attributes largely 
to the patriotic feelings of Czar Ferdinand for his old country), 
and impressive statistical and descriptive information about the 
present German domination of the Bulgarian market. Von der 
raumgebundenen menschlichen Arbeitskraft: J. GERHARDT. A 
review article, from a “‘ universalistic ”’ point of view, of a book 
by Willeke, who tries to give a historical-institutionalist analysis 
of the labour market. Noch einmal: Bevdlkerungswellen und 
Wechsellagen: A. Léscu. Abschliessende Ausserung: J. AKER- 
MAN. A continuation, from the previous numbers, of the con- 
troversy about the way in which the chain of causation between 
population movements and the trade cycle runs. Both authors 
remain rigid in their views. 


Vierteljahrschrift fiir Sozial- und Wirtschaftsgeschichte. 


Vout. 30, 2. Hufe und Mansus: F. Liirar. A terminological in- 
vestigation dealing with ownership of land in Central Germany 
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during the Middle Ages. Die Familie Forchoudt und ihre Rolle im 
Antwerpener Kunsthandel: F. Arens. The article throws light 
on the migration of skilled artisans in the Middle Ages (in this 
particular case from Silesia to Flanders), and is intended to be a 
first contribution towards a systematic history of trade in objects 
of art. 


Zeitschrift fiir Nationalékonomie. 


Aveust, 1937. Die neue Geld- und Kreditpolitik: R. Retscu. The 
author, in the course of a critical review of two recent books on 
monetary policy by Lutz and Gestrich, sounds a warning note 
against the inflationary and interventionist tendencies and the 
unqualified belief in the power of the banking system and open- 
market policy which he discovers among “ wide circles of younger 
theoreticians.” Die Wiener Stadtbank und das Staatsbank- 
projekt des Grafen Kaunitz aus dem Jahr 1761: F. WaAtrer. 
The project of Count Kaunitz, who planned a State Bank on the 
English model, was in sharp conflict with Count Haugwitz’s 
administrative scheme, and the actual charter of 1761 was a 
compromise between the two schools. The article also gives the 
history of the City Bank prior to 1761 from its foundation in 
1705. A Contribution to the Theory of Quantity Indices: S. 
ZaGcorov. This article on the index of industrial production 
in Bulgaria (since 1930), constructed by the Bureau of Statistics, 
deals both with the methods followed and the statistical and 
economic meaning of the index. The article is printed i in English. 
Uber die Wirkungen des Hortens : R. Kamirz. <A résumé of the 

“acceleration principle” and “ multiplier” literature, with 
special emphasis on the changes in the structure of production 
rather than in trade-cycle movements. Studies in the Theory of 
Economic Expansion: R. F. Harrop. A review article, printed 
in English, on Lundberg’s book. The critical sections of the book 
are dealt with very shortly, and the analysis is concentrated on 
the ‘‘ model sequence ” method employed by Lundberg. 


Giornale degli Economisti. 


JuLty, 1937. Per la teoria degli odierni pagamenti internazionali. G. 
Deut Veccuio. A plea for a return to Ricardian theory in the 
study of international payments. Alcewne considerazioni sull’opera 
scientifica di Carlo Menger. O. WEINBERGER. An adverse 
appreciation of the significance and importance of the work of 
Carl Menger for the development of economic science. L’economia 
aziendale nell’ordinamento corporativo. A. CECCHERELLI. 

Aveust, 1937. Convenienza sociale ed economia vincolata. A. BREGLIA. 
Some general considerations on the subject of State intervention 
in economic affairs, with special reference to the growing tendency 
towards monopoly. Risparmio forzato, cicli economici ed economia 
regolata. W.R6pxKE. In replying to a recent article by Professor 
Vito in the Giornale, Professor Répke develops his theory of over- 
investment as a cause of cyclical fluctuations, and expresses the 
view that company reserves are important from the po'nt of view 
of fluctuations, not because they constitute forced saving, but 
because they form a part of that over-investment which is so direct 
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’ 
a cause of booms and depressions. Sviluppi corporativi. G. 


Bassant. An account of recent developments in the organisation 
of the corporative system in Italy. 


Rivista Italiana di Scienze Economiche. 


AprRIL-May, 1937. Considerazioni sul costo della guerra Italo-Etiopica. 


P. De’ Sterani. Some observations of a very general nature on 
the financial and economic costs of war, by way of introduction 
to a subsequent analysis of the costs of the Abyssinian war. La 
valutazione della utilita delle colonie. J. MazzE1. A well-documented 
article of a hundred pages, in which is traced the varying attitude 
of European countries during the past two and a half centuries 
towards the value and significance of colonies. The case for the 
economic and political benefits to be derived under existing 
conditions from the possession of colonies is argued with moderation 
and often with cogency. Saggio di interesse reale e teoria del 
patrimonio. G.CaprpopacLio. A contribution to the study of the 
real rate of return on invested capital through time. Nota sulla 
distribuzione arbitrale. A. Borptn. A note in completion of 
previous articles contributed to the Rivista on problems of bilateral 
monopoly. 


JUNE-JULY, 1937. Considerazioni sul costo della guerra Italo-Etiopica. 


P. De’ Sterant. An investigation, based on such official statistics as 
are available, of the costs of the Abyssinia war, including the 
effect of “sanctions.”  Recenti tendenze dell’economia matema- 
tica: F. Vinci. Some notes on recent contributions to mathe- 
matical economics, by Kalecki, Evans, Frisch, and others. Jntro- 
duzione ad una storia delle dottrine economiche. G. CAPODOGLIO. 
The introductory chapter of a book about to be published on the 
history of economic doctrines. L’indice italiano dei prezzi all’in- 
grosso sui mercati internazionali. R. ArricaANo. An account 
of the method of construction and results of the Italian index 
number of the wholesale prices of articles entering into inter- 
national trade, with some comparison of the figures shown by the 
three other comparable index numbers constructed in the United 
States, Germany and France. 


AvuGustT-SEPTEMBER, 1937. Jl valore medio esterno della moneta e 


una nuova definizione dei cosidetti prezzi esterni. F. Vinct. A 
short note setting out a method for ascertaining the average 
external value of a currency. <A technical definition is proposed 
for the term external prices. Per l’unificazione dei contributi 
sociali. KR. Dru Giupicr. A discussion of the problems involved 
in the attempt now being made in Italy to secure a greater rneasure 
of unification and simplification of contributions and benefits 
in the field of social insurance and other forms of social assistance. 
Commercio estero ed autarchia. L. Rosst. Economic and political 
considerations affecting a country’s decision to lessen its de- 
pendence on foreign sources of supply. Prestito immobiliare e 
connessa imposta straordinaria osservati in tipi concreti di aziende 
agrarie. D.Prrtnt. In tema di economia corporativa. G. PRONI. 
A review article commending a book by G. Tassinari, Scritti di 
Economia corporativa, in which constructive proposals are put 
forward for the planning of the Italian economic system, with 
special reference to the development of agriculture. 
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De Economist. 


JUNE, 1937. De financieele verhouding tusschen Rijk en Gemeenten, I : 
A. F. V. Sickenea. The Central Government and the local 
authorities are essentially both concerned with the same task. 
Owing to the extension of the field of activities of the local 
authorities, the resources at their disposal have become pro- 
gressively more insufficient. It has therefore been necessary 
either to discover new sources, or to assign to them something 
that had formerly belonged to the Central Government. A com- 
parison is drawn between the resources of the central and local 
authorities. The (Dutch) Act of 1929 is commended. There is 
considerable confusion in the case of burdens borne jointly, as 
exemplified by elementary education and unemployment. Sug- 
gestions are made with regard to methods of “ levelling” 
(equalising) the burdens of local authorities. Het Nederlandsch- 
Indische volkscredietwezen in de crisis: Tu. A. Frurn. Discusses 
the three main groups of institutions whereby “ popular credit ” 
was provided in the Dutch East Indies, the economic background 
in which these operated, and their reactions to the crisis. De 
Nederlandsch-Indische crisismaatregelen, J: H. J. BROEKVELDT. 
An article in the December number discussed the reactions of the 
crisis on Dutch East Indies. The present article, ih supplement 
of the earlier discussion, indicates in more detail the nature of the 
provisions made, referring to agriculture, regulation of imports, 
protection of the labour market, etc. Most of the discussion 
centres on provisions relating to sugar. 

Juty—Aveust, 1937. Henige opmerkingen over den persoonlijken factor 
bij de organisatie van het filiaalbedrijf. K. F. Mattie. The 
writer deals with differences between industry and trade in the 
matter of ‘‘ fixed costs.” In the case of retail trade, the personal 
factor of the staff is the supreme consideration. The matter 
primarily discussed is the question of the selection and training 
of staff in a multiple branch store. For the leading positions the 
writer favours training from below rather than importation from 
outside; the crux of the problem is how to combine better general 
education with early training in the firm. A scheme to meet this 
is outlined. De financieele verhouding tusschen Rijk en Gemeenten, 
II: A. F. V. Stckenea. A detailed discussion and criticism of 
the effects of the Acts, of 1929 and 1935, regulating the financial 
relationship of the Central Government and the local authorities. 
De Nederlandsch-Indische crisismaatregelen, II: H.J. BROEKVELDT. 
A continuation of the article inthe previous number, dealing at 
length with rubber, and restrictions on tea and quinquina. 

SEPTEMBER, 1937. Tankvrachtenmarkt en Bouwpolitiek : K. MENDEL- 
soHN. In the course of the Trade Cycle, certain industries show ex- 
cessive expansion and contraction. This is applied to an examina- 
tion of the petroleum industry, and more particularly the building of 
oil-tankers in recent years. De druk der personeele belasting inzon- 
derheid die op de motorrijtuigen : J.M.1. Rertsmza. The writer con- 
siders the burden of taxation imposed on motors, particularly on 
private cars, which are generally assumed to be unduly taxed. 
His conclusion is that private cars are taxed relatively moderately ; 
but the position is complicated by the inequality of local tariffs, 
and in certain areas the taxation is oppressive. De loonen in de 
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industrie te Shanghai: Hx. Riemens. The “ Yellow Danger,” 
once visualised from the political angle, is now seen in its economic 
and social aspects, in the threat to Western standards occasioned 
by low wages. There is an impression that once China has 
developed as far as Japan, there will be an even greater threat to 
the world market. This fear is at present unjustified ; the Chinese 
textile industry does not aim at foreign exports. The lack of 
statistical information with regard to the conditions of Chinese 
industry has been made good by a publication ‘‘ The Wages in 
Shanghai” (1936), dealing with the period 1930-34. These 
figures are examined. Monetaire conjunctuurpolitiek in Neder- 
landsch-Indie: D. J. HutsHorr Pou. ‘ Monetary conjuncture 
policy ’’ may be based on conservative or modern principles. 
The conservative policy, represented by adherence as far as possible 
to the gold standard, is the traditional policy, and was followed in 
Dutch East Indies. The writer considers the possibility of 
applying various modern methods to the Dutch East Indies, under 
the following heads: (i) Variable Indian valuta; (ii) variation 
in price of gold; (iii) an active interest policy; (iv) open-market 
policy; (v) influencing particular banks in the matter of giving 
credit ; (vi) restraint of speculation. 


Index. 


JuLy, 1937. Current Economic Conditions. 

Aveust, 1937. Current Economic Conditions. 

SEPTEMBER, 1937. Economic Survey. 

OcToBER, 1937. Current Economic Conditions. Supplement. Can 
World Prosperity be Maintained? The Task of France and the 
United States: B. OuLIN. 


Skandinaviska Kreditaktiebolaget. 


JuLy, 1937. The Equilibrium of the Capital Market: G. CassE.. 
Sweden’s National Income: E. Linpaut. Aims and Measures of 
Swedish Monetary Policy. The Economic Situation during the 
Second Quarter of 1937. 

OctToBER, 1937. Scarcity of Gold and Superfluity of Gold : G. CassEL. 
The Position of Swedish Steel in the World Economy : B. KsERR- 
MAN. The Swedish Commercial Banks. Sweden’s Balance of 
International Payments in the Years 1928-36. 


ENIOEQPHZIZ KOINONIKH= KAI AHMOXIAZ OIKONOMIKH= 


APRIL-JUNE, 1937. Les causes de la décadence économique de l’ Empire 
Byzantin: A. Diomépe. L’approvisionnement en capitaux et la 
prospérité sociale : C. SNYDER. Quelques considérations sur le 
dernier rapport de la Banque des Réglements Internationaux: M. 
Gricoriou. La politique financiére du cabinet Blum: J. Coutts. 
La politique sociale dans l’ Allemagne d’aujourd@hui : G. TRiis. 


Journal of the Osaka University of Commerce. 


DECEMBER, 1936. The Income and Living Conditions of the Agrarian 
Population in Japan: 8S. Kawapa. Optimology in Business 
Management: F. Muramoto. Municipal Unemployment In- 
surance in Japan: T. Hirata. The Cotton Spinning Industry in 
Japan and the Problems of Raw Cotton: T. Nawa. 
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Information Bulletin (Nanking). 


Vout. IV, No. 2. Secondary Education in China. 
No. 3. Economic Conditions in North China. 
No. 4. The Japanese and the Chinese Fishing Industry. 
No. 5. Labour Conditions in China. 
No. 6. Mining and Metallurgical Industry in China. 
No.7. Highway Construction and Transport in China. 
No. 8. The Boxer Protocol and Japanese Aggression. 





NEW BOOKS 


British 


Auten (J. S.). The Negro Question in the U.S.A. London: 
Lawrence and Wishart, 1937. 8”. Pp. 224. 5s. 


[The thesis of this study is that the Negroes are an oppressed people, that their 
oppression is due to the deliberately contrived survival not only of the shadow, but 
also of the substance of the old slave plantation. The argument is that in essen- 
tials the old economy has persisted since the Civil War, that the migration to the 
North which set in during the Great War has spent its force without effect, and 
that the Roosevelt reconstruction is only riveting the fetters of the plantation. 
Althougn the developing industrialisation of the South offers some hope, Negro 
freedom is only to be attained by complete economic and social transformation. 
Mr. Allen, soaring into abstractions, has his blind spots. His analysis of the 
tragedy of share-croppers has only passing references to the parallel plight of the 
‘*mean’’ whites; he condemns capitalism for its general inefficiency while at 
the same time crediting it with deliberate, subtle, self-conscious planning; he 
omits to consider the social traditions of the Negroes or the deficiencies of the 
education available for them. Nevertheless this communist view offers positive 
and original features. The emphasis on the economic as distinct from the 
racial aspects of the problem is useful; and the laborious exposition of “‘ a con- 
tinuous area of negro majority ’’ in the compact black belt leads up toa pertinent 
reply to the theory of the segregationists. His final claim is that Negroes should 
enjoy a democratic right of ‘‘ self-determination ”’ in this area of negro majority.] 


BRESCIANI-TuRRONI (C.). The Economics of Inflation. A Study 
of Currency Depreciation in Post-War Germany. London: Allen and 
Unwin, 1937. 9’. Pp. 464. 25s. 


[To be reviewed. ] 


BurnarpD (W. E.). Life’sSpectrum. Sheffield, 1935. Pp. xv + 87. 
9d. 


[The ‘‘ spectrum ”’ or ‘‘ frame of reference ’’ invented by the author provides 
for him a rational connection between widely separated observations of an 
economic, scientific, and metaphysical nature, which have no other apparent 
connection. The real base of all economic troubles ‘“‘ is as simple as the law of 
gravity ’’—namely, a rise in money wages. ] ‘ 


Carr-Saunpers (A. M.) and Carapoe Jonss (D.). A Survey of 
the Social Structure of England and Wales. Oxford University 
Press, 1937. 9”. Pp. xviii + 235. 10s. 


[This is the second edition of a useful book first published in 1927 and reviewed 
by Mr. J. W. F. Rowe in the Economic JourNAL, September 1928. The results 
of the 1931 census being available, large numbers of figures have been brought up 
to date and comparisons with the figures of ten years agointroduced. The general 
plan of the book, with its chapters and chapter-headings, remains unchanged, but 
the text has been revised and in places rewritten. ] 
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Cuu Cuta-Hva. China’s Postal and other Communications Ser- 
vices. London: Kegan Paul, Trench, Trubner, 1937. 10’. Pp. 
259. 108. 6d. 


[This authoritative account of the historical development and present function 
of Chinese communications, by the Minister of Communications (1932-35), is 
further evidence of the increasing unification of China existing before the out- 
break of the present Japanese aggression. The book includes a history and 
descriptidn of the Ministry of Communications, and chapters on the postal 
administration, postal remittances and savings bank, marine and navigation 
administration, telegraphs, telephones and wireless, commercial aviation and 


accounting. ] 

CuarK (G. N.). Science and Social Welfare in the Age of Newton. 
Oxford University Press, 1937. 7’. Pp. 159. 6s. 

[To be reviewed.] 

Curtis (M.) and TownsHEND (H.). Modern Money. London: 
Harrap, 1937. 8’. Pp. 320. 7s. 6d. 

[To be reviewed.] 

Doss (M.). Political Economy and Capitalism. Essays in 


Economic Tradition. London: Routledge, 1937. 9”. Pp. viii + 
360. 108. 6d. 

[To be reviewed.] 

Doprscu (A.). The Economic and Social Foundations of European 
Civilisation. London: Kegan Paul, Trench, Trubner, 1937. 10”. 
Pp. xiv + 404. 21s. 

[To be reviewed.] 

Dupiey Stamp (L.) and Beaver (S. H.). The British Isles. A 
Geographic and Economic Survey. London: Longmans, Green, 1937. 
84”. Pp. xii+ 719. 25s. 

[To be reviowed.] 

Ernzie (P.). Will Gold Depreciate? London: Macmillan, 1937. 
9”. Pp. xiv-+ 178. 7s. 6d. 

[To be reviewed.] 

FoENANDER (O. DE R.). Towards Industrial Peace in Australia. 
Melbourne University Press (Oxford University Press), 1937. 9”. 
Pp. xxvii + 292. 21s. 

[To be reviewed.] 

GaLeE (J. W.). Introduction to Marine Insurance. London: 
Macmillan, 1937. 74”. Pp. xiii + 257. 4s. 6d. 


[An elementary outline of the main aspects of the law and practice of Marine 
Insurance, without specific reference to particular legal decisions. It is parti- 


cularly intended as preliminary reading for those engaged in fire, accident or life 
insurance. ] 


Gipr (A.). Afterthoughts on the U.S.S.R. London: Secker and 
Warburg, 1937. 74”. Pp. 142. 2s. 6d. 


[In this answer to some of the attacks on his previous book Back from the 
U.S.S.R., the author takes a more definite stand as a critic of the Soviet Union.] 
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Hoventon (G. E.). The Foundations of Economics. London : 
King, 1937. 73”. Pp. 107. 5s. 


(The author is led by muddled notions regarding the place of ethical con- 
siderations in economics to devote most of this book to a consideration of what 
types of things have value. He begins with the four Natural Necessities, air, 
water, food and shelter, in the last of which categories is included the husband or 
wife, and proceeds to the Acquired Values, or values created by civilisation, 
considering as particular examples of these, shorthand, multiplication tables, 
religion, carpets and umbrellas, and assigning them, as the case may be, mental 
or moral values. ] 


Husain (S. A.,). Agricultural Marketing in Northern India. 
London : Allen and Unwin, 1937. 9”. Pp. 342. 15s. 


[To be reviewed.] 


Innis (H. A.), Ed. The Dairy Industry in Canada. Toronto: The 
Ryerson Press (Oxford University Press), 1937. 10”. Pp. xxxii + 
299. $3.75. 


[To be reviewed.] 


Institute of Pacific Relations. Problems of the Pacific, 1936. 
Aims and Results of Social and Economic Policies in Pacific Countries. 
W. L. Holland and K. L. Mitchell (Ed.). Oxford University Press, 
1937. 93”. Pp. 470. 21s. " 

[This is the Proceedings of the Sixth Conference of the Institute of Pacific 
Relations, held in California in August 1936, to study ‘‘ the changes which are 
taking place in the balance of forces operating in the Pacific and the possibilities 
of the peaceful adjustment of causes of friction among the nations concerned.”’ 
Large parts of the volume are of interest to economists as its general approach is 
as much economic as political. Part I, a summary of conference discussions, has 
a chapter on the U.S., concerned to a large extent with American monetary and 
foreign trade policy; another on Japan covers the growth of, and obstacles to, 
Japanese foreign trade and Japan’s internal economic problems; a third chapter 
on the U.S.S.R. has a short section on the economic organisation of socialism ; 
and there is a fourth on China in which economic and political considerations are 
not segregated to the extent that they are in the earlier chapters. Part II, two 
hundred pages long, is a selection of six data papers, including ‘‘ Trade and Trade 
Rivalry between the United States and Japan’ by W. M. Lockwood, a paper on 
the recent industrial development of Japan by K. Takahashi, and a third, by 
members of the Soviet Union, on the resources and economic development of the 
Soviet Far East.] 


Institute for Social Sciences, University of Stockholm. Wages, 
Cost of Living and National Income in Sweden, 1860-1930. Volume 
III. National Income of Sweden, 1861-1930. Parts I and II. Lon- 
don: P. 8S. King, 1937. 84”. Pp. xxi-+ xix + 319+ 631. 15s. 
20s. 

[To be reviewed.] 


JAY (D.). The Socialist Case. London: Faber and Faber, 1937. 
9”. Pp. xii + 362. 12s. 6d. 


[To be reviewed.] 


Kesautt (R. K.) and Puavut (T.). Industrial Relations in the 
Modern State. London :, Methuen, 1937. Pp. xii+ 131. 5s. 


[To be reviewed.] 


Kuan (M. K.). Co-operation and Rural Reconstruction in India. 
Bombay: Taraporevala, 1937. 83”. Pp. iv + 226. Rs. 4. 
[An elementary and popular book by the Assistant Registrar of Co-operative 
Societies of the Nizam’s Government. ] 
No. 188.—voL. XLVII. 3F 
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Kotscunie (W. M.). Unemployment in the Learned Professions. 
London: Oxford University Press, 1937. 84”. Pp. xii + 347. 
12s. 6d. 

[To be reviewed.] 


Kuczynski (J.). New Fashions in Wage Theory. Keynes— 
Robinson—Hicks—Rueff. London: Lawrence and Wishart, 1937. 


8”. Pp. viii + 98. 3s. 6d. 
[To be reviewed.] 


Kuozynski (R. R.). Colonial Population. London: Oxford 
University Press, 1937. 9”. Pp. xiv+ 101. 5s. 


[This book, which is published under the auspices of the Royal Institute of 
International Affairs, summarises and arranges the population data which are 
already available in the Statistical Year Book of the League of Nations and in 
official reports of the various colonial and mandated areas, and generally criticises 
the data that it presents. Unfortunately, the author makes no attempt to amend 
or interpret the available statistics, or to forecast future trends, even in those 
cases in which with modern statistical techniques that would not have been 
impossible. On the other hand, he emphasises the necessity for the exercise of the 
utmost caution. For not only are the population statistics of most colonies 
to-day ‘“‘in a condition similar in many respects to that of the population 
statistics of most European countries 150 years ago,’’ but there are as many as 
twenty separate areas (for all of which population estimates exist) in which no 
census of the total population has yet been taken. The wide differences in the 
reliability of the statistics, the plausibility of any reasonable explanation of an 
apparent change, the desire on the part of the authors of colonial reports to draw 
far-reaching conclusions from scanty data, the lack of comparability and of 
official cautions, all contribute to mislead. Half the book consists of notes, giving 
in detail, for each area, the sources of the statistics for the three main tables : 
Total Colonial Population, 1931-35, Colonial Population by Race, Colonial 
Population by Continent of Birth. There is, in addition, a chapter describing the 
state of the colonial birth and death records. ]} 


MacponaLp (D. F.). Scotland’s Shifting Population, 1770-1850. 
Glasgow : Jackson, 1937. 84”. Pp. vii+ 172. 7s. 6d. 


[To be reviewed.] , 


Maciavrin (W. R.). Economic Planning in Australia, 1929-36. 
London: P. 8. King, 1937. 83”. Pp. xiv + 304. 15s. 


[To be reviewed. ] 


Mavupon (F. R. E.). Studies of the Tasmanian Economy No. 4. 
The Tasmanian Economy in 1936-37. Hobart : Government Printer, 


1937. 11”. Pp. 24. 

[This brings up to date the study begun last year by Prof. Mauldon. He 
reaches the conclusion that ‘‘ the Tasmanian economy as a whole has definitely 
reached a stage of prosperity comparable with, if not better than, that of the best 
years between the great war and the great depression.’’ But that prosperity is 
largely, in his view, built upon the British demand fostered by armament expendi- 
ture. He fears first a slight, and at the end of armament schemes, a more serious 
recession, and advises caution in more distant estimates of the future.] 


PARKINSON (C. N.). Trade in the Eastern Seas, 1793-1813. Cam- 
bridge University Press, 1937. 9”. Pp. xiii + 435. 16s. 

[To be reviewed.] 

Peet (THE Hon. G.). The Economic Policy of France. London : 
Macmillan, 1937. 9”. Pp. viii + 242. 8s. 6d. 


[To be reviewed.] 
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Pieou (A.C.). Socialism versus Capitalism. London: Macmillan, 
1937. 74”. Pp. vii + 1389. 4s. 6d. 


[To be reviewed. ] 


Puant (A.) and others. Some Modern Business Problems. Lon- 
don: Longmans, Green, 1937. 84”. Pp. viii + 336. 7s. 6d. 
[To be reviewed.] 


PiumMER (A.). New British Industries in the Twentieth Century. 
A Survey of Development and Structure. London: Pitman, 1937. 
9”. Pp. viii + 396. 15s. 

[This survey of some of the newer “ non-basic ”’ industries will be more useful 
as a study of development than as a description of present structure. Sections 
are devoted to the following subjects: the generation and supply of electricity, 
electrical and radio equipment, motor vehicles and aircraft, road motor transport, 
air transport, aluminium, rayon and the canning of foodstuffs. A long chapter, 
entitled ‘‘ State Assistance and New Industrial Development,” deals with syn- 
thetic dyestuffs, beet sugar, oil from coal, films and cinemas, and a concluding 
chapter attempts to sum up the general position of the new industries in the 
economic system. Appendices include statistics on wages, employment and 
output, and there is a long bibliography. The industries covered account for 
2 million out of the total of 13 million insured persons, and, contrary to the 
general impression, the proportion of females, 26 per cent., is slightly lower than 
that for industry asa whole. The author examines the problem of the socialisation 
of the transport industries, and is on balance in favour ef the socialisation of the 
sugar, aluminium, coal-oil and air-transport industries. The days of national 
specialisation being passed, the author sees hope in the speed and extent of the 
growth of the new industries. } 


Samant (D. R.) and Mutxy (M. A.). Organisation and Finance of 
Industries in India. Bombay: Longmans, Green, 1937. 9”. Pp. 
xiv + 302. 9s. (Rs. 7.80). 

[This is a new volume in the series of Studies in Indian Economics edited by 
Prof. Vakil. The authors are both graduates of Bombay University, and the 
present volume is a co-ordination of two independent theses. While it covers 
much the same field as the well-known study by Dr. Lokanathan, it goes 
somewhat more deeply into certain features of the managing-agency system, and 
gives more particular attention to problems of the organisation and finance of 
small industries. Though the available realistic studies of Indian economic 
problems have been considerably multiplied in recent years, this book will be a 
useful addition to them.] 


SARGANT FLORENCE (P.). International Industrial Problems and 
the International Labour Organisation. University College, Notting- 
ham. Pp. 17. 

[In this Montague Burton International Relations Lecture delivered at 
University College, Nottingham, Prof. Sargant Florence analyses the Conventions 
that the International Labour Organisation has already adopted, without, 
however, considering the ratifications of these Conventions, outlines its philosophy, 
“ the I.L.O. stands opposed to the theory of laissez faire in industry,’’ and touches 
on its methods of procedure. ] 


SarkKeR (N. R.). Indo-British Trade Relations. The Ottawa 
Agreement and After. Calcutta, 1937. 9”. Pp.69. Rs.1. 


[This is a valuable and carefully argued pamphlet on a question that has 
aroused much discussion in India. It includes appendices with all the relevant 
statistics. The author believes that a new agreement could and should be made 
which might yield substantial advantages to both parties. } 


Scott (W. R.). Adam Smith as Student and Professor. Glasgow : 
Jackson, 1937. 10”. Pp. xxiv + 445. 30s. 


[To be reviewed. ] 
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SHaw (W.A.). Bibliography of the Collection of Books and Tracts 
on Commerce, Currency, and Poor Law (1557 to 1763) formed by 
Joseph Massie. London: George Harding, 1937. 9”. Pp. xlii + 
172. 15s. 

[The catalogue of the Massie Collection of Economic Tracts, which has been 
of great use to bibliographers even while only available as a manuscript in the 
British Museum, is now printed for the first time. Dr. Shaw in his introduction 
has collected the meagre information available about Massie himself and his 
library, and gives a full bibliography of his works; but Massie’s life, as well as the 
later history of his Collection, remain a mystery.] 


SHvuKLA (J. B.). Life and Labour in a Gujarat Taluka. Bombay : 
Longmans, Green, 1937. 9”. Pp. xiv + 291. 9s. (Rs. 6). 


[This is another volume in Prof. Vakil’s series. Such knowledge as we possess 
of rural India is largely derived from the intensive studies of villages which have 
been made in many parts of the country. This volume is an attempt to extend 
the method of intensive study by sampling methods to larger areas in which 
accidents of local specialisation or of local adaptations to peculiar local problems 
are less imporiant. The Taluka, that of Olpad, had in 1936 a population of 
60,831. Its physical features, agricultural problems, facilities, labour and capital 
supplies, wealth and indebtedness are all examined in considerable detail.] 


Stewart (M.). The Forty-Hour Week. London: Gollancz, 
New Fabian Research Bureau, 1937. 81”. Pp. 35. 6d. 


[The author maintains that the Forty-Hour-Week movement (with no redue- 
tion in earnings) is justified on the following grounds: (1) It is logically the next 
move in the hours-reduction movement which has been proceeding for more than 
acentury. (2) Experience shows that in certain trades increased hourly labour 
productivity has resulted from the shorter hours. This would also be true in 
certain other trades, e.g., the retail trade, the ‘‘ productivity ’? of which depends 
largely on the spending power of the public. (3) In those cases in which total 
labour productivity fell, costs could often be reduced by increased mechanisation 
and rationalisation. (4) In any case, since there is “a general tendency to 
unemployment caused by increasing mechanisation,”’ the “‘ increased productivity 
should be used to give more leisure to the worker rather than to create unemploy- 
ment.’’ Since unilateral action presents difficulties, particularly for Britain, 
international agreement should be promoted through the I.L.0O.] 


TrnasteN (H.). Political Behaviour. Studies in Election Statistics. 
London: P.S8. King, 1937. 8”. Pp. 231. 9s. 


[All comparative political studies of this nature are very much hampered by 
the lack of statistics consequent on the system of secret ballot. Ignorance is 
sometimes, however, decreased as the result of special regulations, e.g., the use of 
different coloured forms by the two sexes. The author of this book (Number 7 in 
the series of Stockholm Economic Studies), using in the main Scandinavian, 
German and Austrian statistics, arrives at a number of general conclusions on the 
following subjects: (1) Electoral participation and the political attitude of 
women (Women’s electoral participation is about 10 per cent. lower than men’s, 
and favours the ‘‘ bourgeois parties’’). (2) Age groups in politics (electoral 
participation is low in the youngest age groups, rising to a maximum between 40 
and 50 years and then declining steadily). (3) Occupation and social status in 
political elections. (4) Compulsory voting and electoral participation. No 
general explanations of observed tendencies are attempted.] 


Trwari (R. D.). Railway Rates in Relation to Trade and Industry 
in India. Bombay: Longmans, Green, 1937. 9”. Pp. xii + 333. 
10s. 6d. (Rs. 7.80). 

[This is another volume in Prof. Vakil’s series of studies. The author is 
Professor of Economics in Surat. It is, apart from a monograph by Mr. S. C 
Ghose, almost the only study of railway rates in India. Any examination of the 
workings of a system of discriminating monopolies inevitably opens a multitude of 
debatable problems. The author is at many points severely critical of the 
existing rates structure, and in a final chapter claims that considerable harm is done 
to the national economy by the individualistic and unco-ordinated competition 
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of the separate undertakings, which results in low rates on competitive traffic, 
mainly imports and exports, and relatively high rates on local manufactures and 
internally produced raw materials. He asks for the revision of the whole system 
of rate fixing and its use as a weapon of protection to Indian industries rather 
than in at least partial opposition to that policy.] 


Unwin (A. H.). The Rationalisation and Conservation of the 
Timber Resources of the World. London: The Technical Press, 1937. 
84”. Pp. 48. 2s. 6d. 


[An appeal for the utilisation of waste wood and for the establishment of 
wood-using industries in the Special Areas. ] 


Van Der Post (A. P.). Economies of Agriculture. South Africa : 
Central News Agency, 1937. 9”. Pp. xxvii + 663. 25s. 
[To be reviewed.] 


Wess (S. and B.). Soviet Communism: A New Civilisation. 
Vols. I, If. London: Longmans, 1937. 9”. Pp. xix + x + 1257. 


[The second edition of this great work contains the following additions: an 
accurate translation of the complete text of the New Constitution of 1936 by 
Mrs. Anna Louise Strong, a short summary of the Constitution in the form of a 
new Declaration of the Rights of Man, and a Postscript of seventy pages dealing 
with the principal changes in the Soviet Union since 1934-5. This Postscript 
considers the New Constitution, the treason trials, the Stakhanov Movement, the 
success of collective agriculture, the retailing of commodities, Soviet currency (thus 
making some amend for the lack of a description of the working of the system in the 
first edition), the control of abortion and finally certain criticisms of the Soviet 
Union. The authors now feel themselves justified in omitting the query at the 
end of the titlo.] 


Yates (M. L.). Wages and Labour Conditions in British Engineer- 
ing. London: Macdonald and Evans, 1937. 9”. Pp. xi + 172. 
6s. 


[To be reviewed.] 


Yue (G. U.) and Kenpatt (M. G.). An Introduction to the 
Theory of Statistics. [Eleventh Edition.] London: Charles Griffen, 
1937. 9”. Pp. xiii + 570. 2ls. ; 


[Reviewed in this issue.] 


American 


ANDERSON (H.D.). Our California State Taxes. Stanford Univer- 
sity Press, California (Oxford University Press), 1937. 9”. Pp. 
viii + 305. $2.75. 


[To be reviewed.] 


Brown (F. J.) and Rovcrk (J. 8S.) Ed. Our Racial and National 
Minorities: Their History, Contributions, and Present Problems. 
New York: Prentice Hall, 1937. 8”. Pp. xv + 877. $5.00. 


[An attempt to present, in a single volume, an account of the minorities of the 
United States. The American Indians, the Negroes, and nearly all the immigrant 
groups, are separately discussed, usually by members of the minorities concerned. 
This sometimes precludes an objective treatment, but is valuable in showing the 
sense of their own position felt by these peoples. The later chapters show some- 
thing of the forces which tend to draw these minorities into the general group, and 
those which hold them apart from it and from each other. The authors of the 
final portion urge the acceptance of “ cultural pluralism ’’ and the abandonment 
of the melting-pot theory. Intended as an introduction to the subject, the work 
covers too much ground for any detailed studies to have been possible, but includes 
full bibliographies. ] 
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Butuock (C. J.). Economic Essays. Cambridge, Mass.: Harvard 
University Press (Oxford University Press), 1936. 84”. Pp. viii + 
550. 21s. 


[This volume is a testament to Professor Bullock on the occasion of his retire- 
ment, after thirty-one years of teaching, from the Department of Economics in 
Harvard University. The selection from his many writings that is here published 
was made by a committee of his former students and other friends. That they 
found great difficulty in making a choice from his varied contributions to the 
literature of economics, may be readily appreciated from the fact that the present 
volume includes essays as diverse in subject as Adam Smith’s Views on National 
Defence, The General Property Tax in Switzerland, and Dionysius of Syracuse, 
Financier. The essays finally chosen are, however, here conveniently arranged in 
three groups, those dealing primarily with monetary matters, foreign trade and 
the business cycle, those concerned with problems of taxation, and those delving 
into the economics of the ancient world. A list of books and articles by Professor 
Bullock is appended. Economists the world over will be glad to have in accessible 
form the many-sided product of Professor Bullock’s wide range of learning, his 
dispassionate judgment, and his literary sense. ] 


Burpick (E. D.). Corporate Interest Payments, 1921-32. Phila- 
delphia : University of Pennsylvania, 1936. 9”. Pp. 130. 


[This thesis attempts first to present a picture of the place that interest pay- 
ments play in economic costs, and second to relate this picture to some of the chief 
trade-cycle theories. The theoretical section of the book is, in fact, very slight. 
For the purpose of the practical investigation, corporations are classified by 
industries and studied both statically and during certain periods, with the aid of 
the statistics given in Statistics of Income, a report of the Bureau of Internal 
Revenue. } 


Cowles Commission for Research in Economics. Report of Third 
Annual Research Conference on Economics and Statistics. Colorado 
Springs : Colorado, 1937. Pp. 108. 


[This is a Report of a Conference on Economics and Statistics held in July 
1937 at Colorado College. It contains abstracts of all papers given, each in brief 
form, covering from one to five pages of text. Where the paper was mathematical, 
such a brief abstract can give some idea of its content, but the more literary papers 
necessarily suffer seriously by such compression. The authors include, amongst 
many well-known names, Ragnar Frisch, C. F. Roos, Carl Snyder, J. Marschak, 
Gerhard Tintner, T. O. Yntema.] 


Daviss (G. R.) and YopsEr (D.). Business Statistics. New York : 
John Wiley (London : Chapman and Hall), 1937. 9”. Pp. vii + 548. 
17s. 6d. 


(The first half of this textbook of business statistics is designed for a first 
semester course, and deals simply with general statistical principles, mechanical 
aids, averages and dispersions, index numbers, and analysis of time series. The 
second part covers simple, multiple and partial correlation and tests of reliability 
and significance, with a brief treatment of the analysis of variance. The treat- 
ment throughout is up-to-date and practical, and the numerous exercises illustrate 
well the applications of the method described. The book deals only with method, 
and not with sources, and, except for most of the references, is probably as suitable 
for English as for American students. ] : 


Dickinson (H. C.). The Mechanics of Prosperity. Baltimore : 
The Williams and Wilkins Company (London: Bailliére, Tindall, 
and Cox), 1937. 83”. Pp. 136. 9s. 


[The author, who is a physicist, has been prompted to write this book by his 
concern for the present state of economic theory and his belief in the application 
of the scientific method. His argument depends on his assumption of an im- 
perfectly elastic interest rate, by which we are to understand an interest rate which 
does not adequately perform the function of equalising saving and investment, 
and which therefore results in the accumulation of unused spending power and in 
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the trade cycle. This assumption, the author claims, differs from those under- 
lying Adam Smith’s and Marx’s theories, and those of their respective followers, 
since the former assumed a perfectly elastic, the latter a perfectly inelastic, interest 
rate. The author advocates a public works programme in time of depression, to be 
financed not by loan, but by ‘‘ the national Treasury acting as a sort of super 
savings bank ”’ and inviting deposits which can be withdrawn at will.] 


Exuiott (W. Y.), May (E.S.), Rows (J. W. F.), SkELTON (A.), and 
Watuace (D. H.). International Control in the Non-ferrous Metals. 
New York: The Macmillan Company, 1937. 9”. Pp. xxi-+ 801. 
28s. 


[To be reviewed.] 


GayeR (A. D.). Ed. The Lessons of Monetary Experience. 
Essays in Honor of Irving Fisher. London: Allen and Unwin, 1937. 
83”. Pp. 450. 12s. 6d. 

[To be reviewed.] 


JEREMIAH (D. B.). The Causes and Prevention of Corporate Bond 
Default. Philadelphia: University of Pennsylvania, 1936. 9”. Pp. 155. 


Larcom (R. C.). The Delaware Corporation. Baltimore: The 
Johns Hopkins Press (London : Oxford University Press), 1937. 84”. 
Pp. vii + 199. 10s. 6d. : 

[The primary object of this study of the Corporation Law is to investigate in an 
important incorporating State the nature of the law resulting from a competitive 
policy, the conditions which have induced business men to seek new powers or 
privileges, and the manner in which such new powers have been granted since the 
reversal of the incorporation policy in 1899. It includes a bibliography and 
table of cases.] 


Lynp (R. S.) and (H. M.). Middletown in Transition. London: 
Constable, 1937. Pp. 604. 18s. 
[To be reviewed.] 


Meyers (A. L.). Elements of Modern Economics. New York : 
Prentice-Hall, 1937. 9”. Pp. xi + 363. $4.00. 


[To be reviewed.] 


Moptuin (G. M.) and De Vyver (F. T.). Economics and Social 
Institutions. Volume I. Development of Economic Society. Boston : 
Little, Brown, 1937. 74”. Pp. vii + 474. $1.40. 


[This first volume in an introductory series of excellent format, entitled 
collectively ‘“‘ Economics and Social Institutions,” is divided into four parts. 
Part I deals with Medieval Economy, with a section on the economic ideals of the 
Middle Ages; Part II, on Economic Nationalism, covers the intermediate period 
up to the industrial revolution; Part III is on Economic Revolution, and Part IV, 
** Modern Economic Society,”’ includes final chapters on population and labour 
and the decline of laissez faire, dealing largely with American experience. ] 


O’Leary (P. M.) and Partrerson (J. H.). An Introduction to 
Money, Banking, and Corporations. New York: The Macmillan 
Company, 1937. 81”. Pp.ix-+ 175. 5s. 6d. 

[This text-book, designed for use in the elementary course in economics at 
Cornell University, assumes a certain knowledge of general theory. The first half 
of the book attempts to show that money itself is less important in a capitalist 
system than is commonly supposed, the second half analyses the predominant 
form of business organisation in the United States, the corporation, and pays 
special attention to the way in which institutional interferences impede the free 
and proper working of the competitive price system. ] 
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Peterson (G. M.). Diminishing Returns and Planned Economy. 
New York: The Ronald Press Company, 1937. 83”. Pp. xii + 254. 
$3.00. 


[To be reviewed.] 


Sextxo (D. T.). The Administration of Federal Finances. Wash- 
ington, D.C.: The Brookings Institution, 1937. 8”. Pp. viii + 71. 
50c. 


[The purpose of this pamphlet is to show what are the differences between the 
two divergent plans for improving federal financial administration, that of the 
Brookings Institution and that of the President’s Committee on Administrative 
Management. Part I analyses the existing system, and Part II the issues raised 
by the two reports. The general position is that the President’s Committee 
regards the existing system as unsound in principle, whilst the Brookings In- 
stitution regards it as sound.] 


SomBart (W.). A NewSocial Philosophy. Princeton: Princeton 
University Press (Oxford University Press), 1937. 9”. Pp. xii + 295. 
16s. 


[To be reviewed.] 


Twentieth Century Fund. How Profitable is Big Business? New 
York: Twentieth Century Fund, Inc., 1937. 8”. Pp. xviii + 201. 
$2.00. 


[An earlier publication of the Fund had studied the concentration of industrial 
assets in the hands of giant corporations. The present study is concerned with 
the relationship between size and profits. ‘Two bases of measurement have been 
adopted, the ratio of net income to net worth, and the ratio of total profit to total 
capitalisation. The data cover three depression years only, 1931-3. It is not 
easy to summarise the conclusions, but in general it may be said that the largest 
corporations showed a narrower range of variation of profits and losses than the 
smaller, which were either markedly profitable or markedly unsuccessful. If only 
those corporations are taken which made profits, the smallest class was the most 
profitable, and the largest the least. If only those which made losses are taken, 
the smallest class was the most unprofitable, the largest, in this case, the least. 
If both groups are combined, the largest was on balance the most profitable, and 
was the only one which in aggregate showed a net profit in all three years. ] 


Twentieth Century Fund.. The National Debt and Government 
Credit. New York: Twentieth Century Fund, Inc., 1937. 8”. Pp. 
xvii + 169. $1.75. 


[Will the failure to reduce the American national debt endanger Government 
credit in the future? The research staff assembled by the Twentieth Century 
Fund to examine this question discuss the general factors influencing Government 
credit and the history of the national debts of the United States, United Kingdom 
and France, before they proceed to consider the present American debt. The 
total outstanding debt of the United States Government in June 1937 was $35 
billion (American billion), or, together with state and local government debts, 
$50 billion. Of this former figure $18-8 billion has been accumulated since 1930 
as a result of continuing deficits. Although this debt is a far smaller proportion of 
the national income or national wealth than in the cases of France or the United 
Kingdom, it is its more rapid rate of growth that constitutes the real danger, as the 
trend of the debt may be more important than its magnitude at any particular 
moment, and because present policy is ‘‘ inflationary in character.” Forecasts of 
the upper and lower limits of the long-term course of the debt in the 1940’s are 
made on the basis of elaborate assumptions, and it is concluded that “‘ to restore 
the reservoir of credit which has been drawn on during the depression, the debt 
must be reduced.” The special Committee in charge of the project accepts these 
conclusions and, while passing no judgment on the present Administration’s record, 
suggests a definite programme of action, which involves the balancing of the 1938 
budget, the beginning of substantial debt reduction in 1939 (trade depressions 
apart), a long-period attempt at an average reduction of $1 billion per year during 
the next decade, and a restoration of the pre-depression relation between long, 
medium and short-term securities. ] 
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Twentieth Century Fund. More Security for Old Age: A Report . 
and a Program. New York: Twentieth Century Fund, Inc., 1937. 
Pp. xiii + 191. $1.75. 

[This book consists of two distinct parts. The first is a factual report, prepared 
by Mrs. M. G. Schneider, very useful and straightforward, and concerned with the 
development and present status of government old-age pensions in a large number 
of countries, with separate chapters for contributory and non-contributory plans. 
It includes, in addition, a summary of the existing American provisions for old-age 
security. The second part of the book is a Programme for Action by the 
Committee on Old-Age Security, which, after considering the difficulties arising 
from having both non-contributory and contributory principles in the Social 
Security Act, proceeds to make a series of concrete recommendations, with the 
ultimate ideal of ‘‘a universal system financed largely out of progressive 
taxation ’’ in mind. Briefly, the recommendations include the following : 
relaxation of the residence requirements and modification of the Means Test for 
state old-age assistance; extension of coverage of federal old-age benefits; the 
federal grant for old-age assistance payments to be allotted according to a 
formula having among other functions a tendency to equalise state pensions; 
important changes in federal benefits; changes in the future of pay-roll taxes; 
the abandonment of the large reserve fund; various administrative changes. 
The Committee’s criticisms of the Social Security Act are attempts to improve 
the working of legislation of which it basically approves.] 


WarrEN (G. F.) and Pearson (F. A.). World Prices and the 
Building Industry. New York: John Wiley (London : Chapman and 
Hall), 1937. 9”. Pp. v + 240. : 7 


[To be reviewed.] 


WarRINGTON (W. E.). The Nature and Extent of Losses to Bond- 
holders in Corporate Reorganisation and Liquidation, 1919-1928. 
Philadelphia : University of Pennsylvania, 1936. 9”. Pp. 235. 


Wyanp (C. §.). The Economics of Consumption. New York: 
The Macmillan Company, 1937. 83”. Pp.ix + 565. 15s. 


[Reviewed in this issue. ] 


French 


Hérisson (C. D.). Autarchie, Economie complexe, Politique com- 
merciale rationnelle. Paris: Librairie Technique et Economique, 
1937. 10’. Pp. 206. 


[The subtitle of this essay ‘‘ Contribution a l’étude des doctrines du commerce 
international’ gives a better impression of its contents than its title proper. 
The author, who is known for his book on British banking policy reviewed in the 
Economic Journal, September, 1933 discusses elegantly in painfully general terms 
the preconceptions of free trade and autarkic policies, with some interesting 
summaries of contemporary writings, and urges the merits of a balanced economy. 
His seven rules for a wise tariff policy need considerable refinement before they 
can be free from ambiguity. The study as a whole is stimulating rather than 
nutritive. ] 


HusparpD (U. P.). La Collaboration des Etats-Unis avec la 
Société des Nations et l’Organisation Internationale du Travail des 
Origines a 1936. Paris: Centre Européen de la Dotation Carnegie, 
1937. Pp. 450. 

[The publications of the Carnegie Endowment need no advertisement to-day. 
The present volume comes fully up to their new well-established standard of 
thoroughness and clear presentation. It gives the whole history, albeit in 
somewhat official language, of an extremely instructive side of American foreign 
relations in a very convenient form.] 
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Belgian 


BERRYER (P.). Liberté économique mais organisation politique. 
Brussels: Larcier, 1937. 74’. Pp. 115. 

[A sincere and interesting little tract, this volume bears the imprint of the 
fears and disgusts of its author at the course of continental affairs in the last few 
years. Preliminary meditations, open, to put it mildly, to a charge of vagueness, 
preface a political programme summarised in the title of the book. A benevolent 
dictatorship, supported by the moral union of a community deferential to the 
national will, and legislating through a committee of elders and experts elected 
by corporations, is held out to the reader as the proper successor to the chaos of 
materialist and demagogic party politics. We are told no details of the transition 
to this dreamland. ] 


Revision des Valeurs. La Renaissance du livre. Brussels: 1937. 
83". Pp. 314. Fr. 25. 

[This profuse and eloquent essay, written, as far as can be told by internal 
evidence, by a distinguished Belgian economist and official, discusses in very 
general language the present position of capitalism. The author is concerned to 
obtain a wide outside view of his subject and has many interesting if not very 
original observations to make on the fate of liberal economics, on dictatorships 
and on state intervention. He ergues with passion for a programme of wise 
state action; in the economic sphere, for measures to raise consumption and the 
standard of living, to control fluctuations in capital investment, to iimit financial 
charges and to promote blocs of low tariff countries; and in politics, for the 
rehabilitation of individual initiative, and the decline of excessive nationalism. 
It is a policy for democratic countries, and, to the writer, the only policy promising 
salvation.] 


German 


ArnpT (P.), SHEN (Dsrn1) and Lo (Cut-Fen). Der Arbeitslohn 
in China. Leipzig: Buske, 1937. 9”. Pp. xii +352. Rm. 7.50 
(paper) ; Rm. 9.0 (cloth). 


BERENDSOHN (R.). Amerikas Arbeiterschaft im letzten Jahrzehnt. 
Hamburg : 1937. Pp. 103. 


Cuu (Pakonea). Der Staatshaushalt und das Finanzsystem Chinas. 
Leipzig : Buske, 1937. 9’. Pp. 133. Rm. 3.75. 


Hempet (J. A.). Die wirtschaftlichen Grundlagen fiir den Aufbau 
der nationalen Handelsschiffahrt in Polen. Hamburg: Christians, 
1937. Pp. 87. 


Matrtutss (A.). Probleme der deutschen Fettwirtschaft. Ham- 
burg : Evert, 1937. Pp. 145. 


Orret (F.). Bankpolitik. Jena: Gustav Fischer, 1937. 93”. 
Pp. viii + 184. 

Sarow (F.). Offenmarktpolitik zur Konjunkturregelung. Munich : 
Duncker and Humblot, 1937. 9”. Pp. 111. Rm. 4.20. 


Scumipt (W.). Das Eigentum auf den Altesten Stufen der 
Menschheit. Vol. I. Das Eigentum in den Urkulturen. Miinster in 
Westfalen : Aschendorffsche, 1937. 10’. Pp. xii +343. Rm. 8-25 
(paper) ; Rm. 9-75 (cloth). 


Toma (R.). Die Staatsfinanzen in der Volksgemeinwirtschaft. 
Tiibingen: Mohr (Siebeck), 1937. 9’. Pp. viii +150. Rm. 4.30 
(paper) ; Rm. 5.80 (cloth). 
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Wuire (J. H.). Die Bedeutung des englischen Zollsystems fiir 
die Staatswirtschaft im 19 und 20 Jahrhundert. Wiirzburg: Mayr, 
1937. 9. Pp. 158. 

Zwicky (J. F.). Public Utilities. Jena: Gustav Fischer, 1937. 
9”. Pp. xiv + 260. Rm. 12.50. 

[To be reviewed.] 


Austrian 


Strict (H. von). Einfiihrung in die Grundlagen der National- 
ékonomie. Vienna: Springer, 1937. 8’. Pp. viii +223. Rm. 5.40. 


Swiss 


MENDERSHAUSEN (H.). Les Variations du Mouvement saisonnier 
dans I’Industrie de la Construction. Geneva: Georg, 1937. 9”. 
Pp. 209. Fr. 6 (Swiss). > 


[Reviewed in this issue. ] 


Nasyoutz (P.). Die schweizerische Versichertenhilfe 1924. 
Ziirich : Schulthess, 1937. 9”. Pp. xvi + 210. 


Rotu (F.). Von den irdischen Giitern und deren Verteilung. 
Bern: Max Brand, 1937. 94”. Pp. v + 228. 


Latvian 


Kvuczynsk1i (J.). Léhne und Ernahrungskosten in Deutschland 
1820 bis 1937. Libau: Meyer, 1937. 9”. Pp. 45. 


Dutch 


DaALMULDER (J. J. J.). On Econometrics. Some Suggestions Con- 
cerning the Method of Econometrics and its Application to Studies 
regarding the Influence of Rationalisation on Employment in the 
U.S.A. Haarlem: Nederlandsch Economisch Instituut, 1937. 93”. 
Pp. 88. F. 1.50 (paper); F'. 2.50 (cloth). 


[To be reviewed. ] 

Koopmans (T.). Linear Regression Analysis of Economic Time 
Series. Haarlem: Nederlandsch Economisch Instituut, 1937. 94”. 
Pp. xi+ 150. F. 2. 

[To be reviewed. ] 

VaLK (W.L.). De Beheersching der Wereldeconomie. The Hague : 
Uitgeversmaatschappij “‘ De Struisvogel,” 1937. 9”. Pp. 170: 

[To be reviewed.] 


Italian 


Banpint (M.). Agricoltura e crisi. Florence: Barbéra, 1937. 
10”. Pp. 265. 


Bassani (G.). L’ordinamento economico corporativo. Padua : 
Cedam. Pp. viii + 67. 101. 
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CapopaGLio (G.). Sommario di storia delle dottrine economiche. 


Bologna: Zanichelli, 1937. 8”. Pp. viii + 220. 


Dal Regno all’Impero. Rome: R. Accademia dei Lincei. 
Pp. 713. 


Det Veccuio (G.) (Ed.). Economia pura. Torino: Utet. 
Pp. xxi + 836. 85 1. 


Fossati (E.). New Deal: il nuovo ordine economico di F. D. 
Roosevelt. Padua: Cedam, 1937. Pp. x + 296. 341. 

[A study of President Roosevelt’s economic policy, by a Fascist economist. 
According to him the decline of the New Deal is due to the absence of the three 
conditions which Mussolini ‘‘ with profound acuteness ”’ has laid down for the 
establishment of the new economic order, viz., a single party, the totalitarian 
state, and a period of ‘‘ high ideal tension.’’] 


Fossati (E.). Linee di economica corporativa. Florence: Poli- 
grafica Universitaria, 1937. Pp. 92 + 151. 


Pari (G. U.). Prime linee di economia coloniale. Padua: Cedam. 
Pp. 43. 61. 


Japanese 


Bibliography of Economic Science. Compiled by the Institute for 
Economic Research, Osaka University of Commerce. Vol. III (Money 
and Finance, Part II), 1919-35. Tokio: Maruzen Co., 1937. Pp. 
353 + vi+ 714+ 4+4+9-+4 29+ 65494 13. 

[This monumental bibliography of post-War economics is divided into two 
parts, dealing respectively with Japanese and foreign literature, the latter occupy- 
ing two thirds of the present volume; each part is supplied with Authors’ and 
Subjects’ indexes and with a list of the periodicals used. The present volume 
deals with Banking and Finance in general, whilst Money has been listed in 
Vol. II. A novel and welcome feature is the separate listing, in addition to 
books and articles in periodicals, of essays contributed to collective works and 
articles in economic dictionaries. In certain cases the table of contents of books 
is reproduced in full, although the selection of works thus favoured seems some- 
what arbitrary. Explanatory notes in the non-Japanese section are in English, 
and the description of the items is full and uniform. This is an eminently useful 
work, accurately compiled and printed.] 


Official 


BRITISH. 


Board of Trade. Statistical Abstract for the British Empire, 
for each of the ten years 1927 to 1936, (Trade and Commerce 
ie ae London: H.M. Stationery Office, 1937. Pp. xv + 229. 

8. 6d. 


_ Twenty-Second Abstract of Labour Statistics of the United 
Kingdom (1922-36). London: H.M. Stationery Office, 1937. 
Pp. viii + 210. 3s. 6d. 


Report of the Unemployment Assistance Board for the Year 
ended 3lst December, 1936. London: H.M. Stationery Office, 
1937. 94%". Pp. 202. 3s. 

[The Report gives a full account of the operation of the revised Regulations 


which came into effect on November 16th, 1936. The result of the change was 
to raise the average allowance from 23s. 9d. to 24s. 8d., or from 248. 5d. to 
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258. 3d. in the case of men and from 13s. 7d. to 148. 3d. in the case of women. 
Need is now assessed by the use of a basic scale, adjusted for rent (according to 
a new flexible procedure) and for the resources of all members of the applicant’s 
household. This latter adjustment is obtained by omitting from resources the 
“‘ personal requirements ”’ of the earning members of the household, calculated 
according to precise rules for the applicant or his near relations and at the dis- 
cretion of the officer for other members of the household, who shall be allowed 
“such amount as is reasonable.’’ Rules are in addition provided for the treat- 
ment of capital assets, pensions, Reserve pay, workmen’s compensation, school 
meals and maternity benefit, the last two items being in all cases omitted. A 
large amount of time is thus ordinarily spent in the determination of each appli- 
cant’s allowance, and for this reason alone it would be interesting were the Board 
to supply figures of the total saving to public funds brought about by the opera- 
tion of the Means Test. Unemployment fell during the year by 16-3 per cent. 
as compared with a total fall of 12-6 per cent. for all insured adults, and the 
Report is pleased to emphasise this further evidence that the applicants to the 
Board “do not form a segregated class of persons of low employment value.’ 
However, the fact that 45 per cent. of the Board’s applicants, between 18 and 
64, are 45 years or over, as against 27 per cent. of the claimants to unemployment 
insurance, is evidence of a real problem.]} 


Annual Report of the Chief Inspector of Factories and Work- 
shops for the Year 1936. London: H.M. Stationery Office, 1937. 
Pp. 107. 2s. 


[This readable Report has an introductory letter on factory accidents and 
includes chapters on accidents to young workers, health, hours of employment, 
welfare, piece-work and truck. For the period 1924-36, total factory accidents 
and accidents per person employed are plotted against the numbers employed. 
The resulting graphs show that there has been a long-period decrease in the 
accidents per person employed, but that in the short period accident risk per 
person employed varies directly with the volume of employment. Consistently 
with this last conclusion accidents increased by 18 per cent. in 1936 over 1935. 
Concern is expressed at the upward tendency in the number of accidents to 
those under eighteen, and an attempt has be: n made in the case of this class of 
accident to apportion responsibility as bevween the employer and the victim. 
A graph relating the number of accidents to the period of employment is given, 
showing that 10-4 per cent. of the boys and 24-4 per cent. of the girls who were 
injured suffered injury during the first week of employment.] 


Board of Trade. Survey of Industrial Development, 1936. 
London: H.M. Stationery Office, 1937. 94”. Pp. 38. 9d. 


[This survey shows that 557 new factories employing 53,000 people were 
opened during 1936 and 201 extensions were built, whereas 386 factories were 
closed. Of the employment in new factories about 38 per cent. was in Greater 
London, about 19 per cent. in N.W. England, and some 24 per cent. only in 
Wales and Monmouth. Of reasons given for the choice of location, the indefinite 
phrase “‘ convenience of premises ”’ covers over half. Almost all these were cases 
of the re-utilisation of existing buildings, but the reason for the choice of the 
locality itself rather than of the particular premises is not indicated. In some 
30 per cent. of the remaining cases suitability of labour was the ground of choice, 
in about 15 per cent. accessibility of raw materials, and in about 15 per cent. 
again proximity to markets. The Board rightly, however, warns readers against 
too implicit a reliance upon these figures. The information, obtained orally, 
cannot be verified by exhaustive inquiries, and the conflicting reasons are almost 
certainly too complex for simple analysis. Nevertheless as a broad indication. 


they are of interest.] 
Ministry of Transport. Transport Advisory Council. Report 
on Service and Rates. London: H.M. Stationery Office, 1937. 
Pp. vi + 60. ls. 
[To be reviewed.] 


Industrial Assurance. Statistical Summaries, 1926-36. 
London: H.M. Stationery Office, 1937. Pp. 7. 2d. 
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Companies. Forty-Sixth General Annual Report by the 
Board of Trade. London: H.M. Stationery Office, 1937. Pp. 20. 
4d. 


Report of the Chief Registrar of Friendly Societies for the 
Year 1935. Part 2. Friendly Societies. London: H.M. 
Stationery Office, 1937. Pp. 65. 3s. 


Report of the Chief Registrar of Friendly Societies for the 
Year 1936. Part 1. General. London: H.M. Stationery Office, 
1937. Pp. 41. 9d. 


Report of the Chief Registrar of Friendly Societies for the 
Year 1936. Part 4. Trade Unions. London: H.M. Stationery 
Office, 1937. Pp. 27. 1s. 6d. 


Report of the Chief Registrar of Friendly Societies for the Year 
1936. Part 5. Building Societies. London: H.M. Stationery 
Office, 1937. Pp. 29. 1s. 6d. 


Registry of Friendly Societies. Registered Trade Unions. 
Statistical Summary, 1926-36. London: H.M. Stationery Office, 
1937. Pp. 5. 3d. 


Home Office. Workmen’s Compensation. Statistics of Com- 
pensation and Proceedings, 1935. London: H.M. Stationery 
Office, 1937. Pp. 32. 6d. 


Colonial Office. Information as to the Conditions and Cost 
of Living in the Colonial Empire. London: H.M. Stationery 
Office, 1937. Pp. 223. 3s. 6d. 


Quarterly Summary of Australian Statistics. Canberra : 
Commonwealth Government Printer, 1937. Pp. 92. 1s. 


Western Australia. Statistical Register for the Year 1935-36. 
Part V. Land Settlement, Agriculture, Live Stock and Meteoro- 
logical Statistics. Perth, 1937. Pp. 105. 


Western Australia. Pocket Year Book of Western Australia. 
Perth, 1937. Pp. 141. 


The Queensland Year Book, 1937. Brisbane: The Govern- 
ment Statistician, 1937. Pp. xv + 302. 2s. 


Labour Office, Government of Bombay. General Wage 
Census. Part I. Perennial Factories. Third Report. Bom- 
bay: The Government Central Press, 1937. Pp. ix + 265. 
As. 12. Is. 3d. 


(This volume covers cotton textiles, silk, wool and hosiery. Besides informa- 
tion regarding wages and earnings, a great deal of material is here made available 
concerning methods of wage payment, recruitment and labour turnover, hours 
and conditions of work and the welfare work undertaken by the various 
companies, ] 
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AMERICAN. 


Social Security Board. Social Security in America. Washing- 
ton: United States Government Printing Office, 1937. 9”. 
Pp. 592. 75c. 

[This report is a summary of some of the most important information in the 
staff studies of the Committee on Economic Security, which was a temporary 
agency, superseded, when the Social Security Act became law, by the Social 
Security Board. It is divided into six parts. Part I, on unemployment com- 
pensation, includes a long summary on foreign experience with unemployment 
insurance, estimates of post-War unemployment in the United States up to 1933, 
and a consideration of the unemployment compensation section of the Social 
Security Act. Part II, on old-age security, deals with the recommendations for 
an old-age security programme as well as with the provisions of the Act. Part 
III is on security for children, Part IV on provisions for the blind, Part V on the 
extension of public health services, and the final section on the need for federal 
support of social security programmes, analyses the trend of expenditure on 
public welfare and the state of local and State government finance. ] 


United States Tariff Commission. Wool Prices. Comparative 
Prices and Price Differentials on Domestic and Foreign Wools 
together with a comprehensive Glossary of Wool Terms. Wash- 
ington: Government Printing Office, 1937. 9”. Pp. 54. 10c. 


LEAGUE OF NATIONS. . - 

League of Nations. Money and Banking, 1936-37. Volume I. 

Monetary Review. Geneva: Allen and Unwin, 1937. 10}”. 
Pp. 170. 6s. 


[Reviewed in this issue.] 


League of Nations. Money and Banking, 1936-37. Volume 
II. Commercial Banks. Geneva: Allen and Unwin, 1937. 
10%”. Pp. 174. 6s. 


[Reviewed in this issue.] 


League of Nations. World Economic Survey. Sixth Year, 
1936-37. Geneva: Allen and Unwin, 1937. 93". Pp. 261. 
7s. 6d. (cloth); 6s. (paper). 


[Reviewed in this issue. ] 


League of Nations. World Production and Prices, 1936-37. 
Geneva: Allen and Unwin, 1937. 103”. Pp. 136. 5s. 


[Reviewed in this issue.] 


INTERNATIONAL LABOUR OFFICE. 


International Labour Office. The I.L.0. Year-Book, 1936-37. 
Geneva: International Labour Office, 1937. 94’. Pp. viii + 
607. 12s. 6d. (cloth); 10s. 6d. (paper). 


[The I.L.0. Year-Book, of which this is the seventh issue, is now completely 
separate from the statistical part the Year-Book of Labour Statistics. The 
general introduction surveys the work of the I.L.O. and its relations with workers’ 
and employers’ organisations, the churches and the press. The first chapter, 
‘‘ Economic Developments,”’ outlines the course of industrial recovery, and the 
second deals, in great detail, with conditions of work, and includes sections 
on hours, holidays with pay, industrial medicine, industrial accidents, women’s 
work, Subsequent chapters cover une remuneration of labour; employment, 
unemployment and migration; workers’ living conditions, including vocational 
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training, the use of spare time and housing; workers’ general rights; the special 
problems of certain categories of workers, covering salaried and professional 
workers, agricultural workers and seamen, There is finally a statistical appendix 
relating to the I.L.0. and to trade union membership. ] 


International Labour Office. Year-Book of Labour Statistics. 
Geneva, 1937. 10”. Pp. viii + 237. 7s. 6d. (cloth); 6s. (paper). 


[This second independent issue of the Year-Book of Labour Statistics is pre- 
sented for the first time in bilingual form, in French and English. With a few 
exceptions, all the statistics are taken from official publications or Government 
communications. An attempt has been made to classify industrial statistics in 
a uniform manner, and, to facilitate comparison, practically all the index numbers 
are based on 1929 = 100. The eight sections cover: population, employment 
and unemployment, hours of work, wages, cost of living and retail prices, workers’ 
family budgets, migration, industrial relations. The section on population is 
new and that on employment and unemployment contains new tables giving 
the international employment index number compiled by the I.L.0. The 
volume will be a useful reference book even for those who are only concerned 
with their national statistics. ] 










































THE NATIONAL CAPITAL and Other Statistical Studies. 


By SIR JOSIAH STAMP, G.C.B., G.B.E., F.B.A. 
Demy 8vo. 308 pp. Cloth, 10s. 6d. 


The more important of Sir Josiah Stamp’s recent contributions to practical statistical 
problems are here collected in book form, but they have been extensively revised and 
brought down to date. The estimate of National Capital for 1935 is given here for the first 
time, and the study of the course of Profits pre-war and post-war is included, while the well- 
known Index of Profits is computed down to last year. The statistical treatment of the 
econdmics of the alcohol problem has been greatly extended. 

CONTENTS: The National Capital, 1927 and 1935—A New Index Number of Profits— 
Methods used in different Countries for Estimating National Value—The Influence of the 
Price Level upon the Higher Incomes—Inheritance: A Sample Inquiry—Alcohol as an 
Economic Factor—The Economic Distribution of the National Capital—The Effect of Trade 
Fluctuations upon Profits before the War. 


ARISTOCRACY AND THE MIDDLE CLASSES IN 
GERMANY: Social Types in German Literature, 1830-1900. 


By ERNST KOHN-BRAMSTEDT, Dr.Phil. (Berlin), Ph.D. (Lond.), 
with a Foreword by G. P. Gooch, D.Litt., F.B.A. 


Demy 8vo. 374 pp. Cloth, 15s. 
This book represents a new combination of social literary history. The first part 
analyses, with the aid of the novel, family-journal and other sources, the political, sociological 
and psychological aspects of the relations existing between the Aristocracy and the Middle 
Classes in Germany in the nineteenth century. = = 
The social position and function of the writers, who are onlookers or fighters in the 
struggle between the two classes, are examined in the second part and some of their 
associations are described from a sociological viewpoint. 


THE NEW MONETARY SYSTEM OF CHINA: A 
Personal Interpretation. 


By W. Y. LIN. 
Demy 8vo. 177 pp. Cloth, 7s. 6d. 


This study attempts to contribute to a clearer understanding of the New Monetary 
System introduced in November, 1935. Emphasis is laid throughout upon interpretation and 
analysis rather than the presentation of historical or descriptive matter, but wherever 
possible an extensive use of the available, yet far too inadequate, statistical information is 
made in the interest of a general understanding of the problem. 


Ready early January 
THE GROWTH OF COLLECTIVE ECONOMY (Two Vols.). 


By F. E. LAWLEY, M.A. (Cantab.). 
Demy 8vo. Vol. I, 544 pp. Vol. II, 501 pp. Cloth, 35s. per set. 


This work brings together, for the first time, in a comprehensive synthetic study, the 
facts and tendencies relating to a major issue in national and international politics: State 
intervention in national and international economic life. 

VOL. I. ‘*The Growth of National Collective Economy” discusses the various ways in 
which, in many countries, the State is disciplining private enterprise, administering publicly- 
owned industrial undertakings, and organising and controlling the national economic system. 
It deals with the incentives of an economic system inspired by collective principles. 

VOL. II. ‘*The Growth of International Collective Economy” analyses different forms » 
of economic co-operation between Governments, both within and outside the League of 
Nations. It indicates the ideas and the mechanism which would enable such co-operation to 
be organised and developed on sound lines. The economic worth of the League and the 
1.L.O. is discussed, but not unsympathetically. 

Politicians, economists and journalists of all shades of opinion will find these volumes 
indispensable. 


P. S. KING & SON, LTD., 


14 GREAT SMITH STREET, WESTMINSTER 
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ECONOMICA 


(NEW SERIES) 


ECONOMICA is published quarterly by the London School of Economics 
and Political Science, in February, May, August, and November, and is devoted 
to research in the fields of Economics, Economic History and Statistics. The 
Journal is under the direction of an Editorial Board composed of Mr. A. M. Carr- 
Saunders, Professor J. B. Condliffe, Professor T. E. Gregory, Professor F. A. von 
Hayek, Professor A. Plant, Professor Eileen Power (Acting Editor), and Professor 
Lionel Robbins (Acting Editor), with Mr. F. W. Paish as Assistant Editor. 


CONTENTS OF NOVEMBER ISSUE, 1937 
Technical Improvements: Unemployment and Reduction 
of Working Hours. A.G. B. Fisher 
The Nature of the Firm. R. H. Coase 


A New Approach to the Methodology of the Social Sciences. 
Alfred Stonier and Karl Bode 


Some Aspects of Discrimination by Public Utilities. C. L. Paine 
The Principle of Increasing Risk. M. Kalecki 
Parenthood and Poverty. H. S. Booker 
‘“* Essays in the Theory of Employment.’’ R. G. Hawtrey 


Book Reviews by A.L. Bowley, A.M. Carr-Saunders, A.M.de Jong, F.A.von Hayek, etc. 


The Price of Economica (NEW SERIES) is 4s. 6d. a number, or 15s. per annum, post 
free. A special rate of 12s. 6d. has, however, been authorised in respect of 
Fellows of the Royal Economic Society. Copies can be obtained on order from 
any bookseller or from The Publications Department at the London School of Economics, 
a Street, W.C.2, to which address all subscriptions and business communications 
should be sent. 
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Agricultural Marketing in Northern India 
By S.A. HUSAIN. “An examination of the organization and 
finance of the marketing of the staple agricultural products in 
Northern India. The book is fully documented, and contains in- 
formation not previously published.” —Financial News. I5s. net. 


The Economics of Inflation 


By C. BRESCIANI-TURRONI. The most exhaustive analysis of 
economic conditions in Germany under the Great Inflation available. 
Foreword by Professor Lionel Robbins. 25s. net. 
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The Investors’ Chronicle's MONTHLY SECURITIES INDEX, covering all sections of the Markets for 
each month-end since 1920, is quoted by BANK and INVESTMENT TRUST CHAIRMEN, at ANNUAL 
SHAREHOLDERS’ MEETINGS, to a greater extent than any other index to security values. 


‘‘OVERSEAS FINANCE " is a weekly feature, reviewing Foreign Exchanges and factors that affect them, 





A Free Specimen Copy containing the latest Security Index can be obtained by post-card application to 
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SOCIAL CONSEQUENCES OF 
THE ECONOMIC DEPRESSION 


(By WLADIMIR WOYTINSKY) 


The first comprehensive work covering the whole 
period of the depression and giving a general picture of 
its effects in the various countries and on the different 
classes of the population. 

Price 7/6 
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1. Free receipt of ‘Occupational Psychology ”’ each quarter, and a monthly 
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2. The right to nominate one case a year for vocational guidance at the Institute 
at a reduced fee. 


3. Use of the Institute’s Library, with facilities for borrowing books by post. 
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Institute. 
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Islamic Guilds. 
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The Old Poor Law, 1662-1795 (A 
Revision). Miss D. MaRsHALL. 
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a ig gy Decline of Spain,’ by Prof. Earl Hamilton, and ‘‘ British Foreign Investments ’’ by 
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AMERICAN ECONOMIC 
ASSOCIATION 


x &® F 


The American Economic Association has as its purpose the 
encouragement of economic research, especially the historical 
and statistical study of the actual conditions of industrial life, 
the issue of publications on economic subjects, and the en- 
couragement of perfect freedom of economic discussion. The 
Association as such takes no partisan attitude, nor will it 
commit its members to any position on practical economic 
questions. 

Membership entitles one to receive the American Economic Review 
and the proceedings of the annual meetings. 


Annual Membership $5.00 
Life Membership $200.00 
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V. W. BLavEN, UNIVERSITY OF TORONTO, CANADA. 


Annual subscription - $3.00 
Single copies- - - $1.00 
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Canadian official publications. Each issue will contain a 
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